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MEMO 


to Investors 


This week two outstanding invest- 
ment and brokerage houses combine 
their facilities and personnel, and will 
henceforth do business as Merrill 
Lynch, Pierce, Fenner & Beane, with 
offices in Pennsylvania to be known as 
the “Cassatt Division.” Important to 
both old, well-established firms is the 
progress marked by this new mile- 
stone; more important to investors is 
the fact that the new name heralds an 
organization whose investment and 
brokerage service in both securities 
and commodities is truly national, de- 
monstrably unparalleled in scope. 

Proud as the new-old firm of Mer- 
rill Lynch, Pierce, Fenner & Beane is 
of its $6,000,000 capital, its 91 offices, 
its memberships on 28 security and 
commodity exchanges (with no less 
than 7 representatives on the all-im- 
portant New York Stock Exchange), 
its 2,000 employees and its 80,000 cus- 
tomers, it lays no undue stress on the 
fact that it is now the largest invest- 
ment and brokerage firm in the coun- 
try. Its ambition is to be the finest, 
and only insofar as its size helps to 
better its service does Merrill Lynch, 
Pierce, Fenner & Beane attach any 
significance at all to the former. 

Merrill Lynch has always stressed 
the importance to investors of the 
firm’s forward-looking policies and 
principles, basic among which is the 
determination that “The Customer’s 
Interest Must Always Come First.” 
Still the beacon by which the firm will 
set its course, this not altogether altru- 
istic point-of-view has certain definite 
advantages for Merrill Lynch, Pierce, 
Fenner & Beane customers: low in- 
terest rates, minimum commission 
charges permitted by the exchanges of 
which the firm is a member, abolition 
of service fees of all kinds. To this im- 
posing list Merrill Lynch, Pierce, Fen- 
ner & Beane now adds the promise 
that further savings in operating costs 
will, wherever possible, be passed on 
to its customers in the form of in- 
creased service. 

As before, Merrill Lynch, Pierce, 
Fenner & Beane invites and welcomes 
small accounts as well as large; as be- 
fore, individual service to meet indi- 
vidual needs will characterize the 
firm’s relations with its clients. And as 
always, investors are invited to write 
or visit the most convenient Merrill 
Lynch office and ask any questions or 
pose any investment problems they 
may have. 


Merrill Lynch, Pierce, Fenner & Beane 


Underwriters and Distributors of 
Investment Securities 


Brokers in Securities and Commodities 


70 Pine Street New York 
Offices in 91 Cities 
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A Community of Continents 


The telephone is helping the Americas to know each 
other better. 

Business men talk over mutual problems. Rela- 
tives chat back and forth. Old friendships are 
renewed. New friendships are made. People thou- 
sands of miles apart are linked together by telephone. 

Undersea cables, long land lines, and radio 
telephone channels unite twenty-eight countries, 


colonies and territories of the Western Hemisphere 
—all are now our telephone neighbors. Cuba and 
Canada, the Argentine and Mexico, Chile, Brazil 
and the United States—all are within reach through 
a far-flung network of modern voice highways. 
North America, South America and Central 
America are a closely knit telephone community. 
And that’s an especially reassuring thought today. 


Overseas Telephone Service helps unite the Americas 
Ft tl i ti ti) 
“The Telephone Hour” is broadcast every Monday. (N.B.C. Red Network, 8 P.M., Eastern Daylight Saving Time.) 
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How About a Biggar Pie? 


Reapers of this magazine and others 
of like mind have good reason for 
desiring the preservation of as much 
of the framework of the private en- 
terprise system as is possible in a 
radically changed world. Before the 
war began they had for seven years 
watched the New Deal economic- 
social revolution with considerable 
misgiving. They know that at best 
the net effect of the war and the post- 
war adjustment will probably be to 
cement the foundation of that revo- 
lution and carry it further. 

It behooves all of us on this side 
of the fence to look at this thing 
with objective realism and put futile 
fear out of mind. What is the ob- 
jective of the majority of those on 
the other side of the fence? It isn’t 
Communism or Socialism or Fascism 
or Government-run-everything. But 
neither is it the Capitalism of the 
past. 

As nearly as it can be boiled down 
to a simple common denominator it 
is, in my opinion, a revolt against 
the economics of scarcity and inse- 


BY LAURENCE STERN 


curity. The miscalled masses want 
what is natural and valid for us all 
to want—greater economic oppor- 
tunity, more social equality, a higher 
standard of living, greater security of 
employment and income. Let us 
not call it Utopian. The America of 
today—could it have been visualized 
even two generations ago—would 
have seemed a Utopia. 

It would seem obvious that the 
objective cannot be achieved by gov- 
ernment alone, by labor alone or by 
capitalist enterprisers alone. The 
best that we can hope for—and work 
for—is that clashing interests be har- 
monized at least enough to permit 
progress along the road. After all, it 
is not a completely strange road. 
The American way of life was born 
in revolution and never for very long 
have the people ceased the struggle 
for betterment of their lot. 

To be sure, many of us are getting 
a smaller piece of the pie than for- 


merly and there doesn’t seem to be 
anything we can do about it. But 
maybe there is an out. Perhaps our 
best bet would be a pie so much big- 
ger than any we ever knew before 
that our reduced percentage share 
of it would be larger in actual 
amount than our former share of a 
smaller pie. 

In 1929 the capitalist classes as a 
whole — stockholders, bondholders, 
landlords, business  enterprisers, 
farmers, self-employed professional 
people—received 34.5 per cent of the 
total national income paid out, a 
percentage swollen to some extent 
by the speculation of the time. Divi- 
dends and bond interest alone 
amounted to 14.3 per cent of national 
income. In the first half of this year 
the share of the total capitalist class 
was 29 per cent; and dividends and 
interest came to 11 per cent. The re- 
distribution of income to date prob- 
ably has been milder than you sup- 
posed. It will probably be milder in 
the years to come than you fear—if 
we make that pie big enough for all. 





***COMING 


IMPORTANT FEATURES*** 
1941 MID-YEAR SECURITY APPRAISALS AND FORECASTS 


September 6 Issue—Aviation, Motors, Tires and Accessories, 


Chemicals, Movies, Merchandising 
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The Trend of Events 


MEETING AT SEA... In their dramatic secret meeting 
on a British warship, somewhere in the Atlantic, Roose- 
velt and Churchill agreed on a statement of joint war 
aims which may mean a great deal—or nothing. It may 
be that their pledges will give another spark of hope to 
conquered peoples. And it may be that the demonstra- 
tion of cooperative purpose and effort will further stiffen 
the already firm backbone of the British people while 
giving pause to Japan. 

But conferences and agreement on principles between 
two statesmen will not crush Germany. We wonder if 
the conquered millions can be impressed any more by 
talk and promises. Certainly the Axis powers are im- 
pressed only by action. A lot of water will go over the 
dam before the objective of disarming the aggressor 
nations can be achieved. And the President’s hope that 
America will play a dynamic role in shaping the destiny 
of the post-war world may or may not be underwritten 
by a majority of our people. 

The more important realities of the present situation 
are these: Hitler still has the initiative; Britain is still 
maintaining a defensive position excepting as regards 
naval blockade of the Continent and attack on Germany 
by air; American aid is substantially strengthening Brit- 
ain’s defensive power but, again with the single exception 


of supplying bombers, cannot on the present scale shift 
Britain’s basic strategy to the offensive; the President is 
still confronted by a sharp division of public opinion as 
regards both his foreign policy and.implementing actions. 

This publication would like to believe that aid to 
Britain “short of war” will suffice; that Germany will 
collapse from internal strain; that British bombers will 
win the war, although German bombers in overwhelming 
numbers proved unable to do so for Hitler. But we 
doubt that it can be that easy. Yet it is an undeniable 
fact that many millions of Americans are not yet con- 
vinced this is our war or that we need do more for Britain 
than we are now doing. As long as we have this disunity 
the British would be foolish to expect miracles from our 
President. We can only pray that the end result will 
not be tragic disillusionment. 


HOW MUCH LONGER? ... Why are we spending 
countless billions of dollars for defense? Why are we 
making civilian needs and conveniences secondary to the 
demand for armaments? Why are we forcing a million 
or more young men to remain in the Army for eighteen 
months longer—and maybe more—than the one-year 
term for which they were drafted? 


You would say the answer is obvious. We are doing 
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these things, apparently, because they are vital to the 
actual safety of this nation. Certainly Mr. Roosevelt 
and his aids have shouted from the housetops that the 
need of doing them is urgent and desperate. 

Well, then, how does all this square with the glaring 
and continuing failure of the President and of Congress 
to take any action whatever to end the persistent, 
periodic sabotaging of the defense program by greedy, 
stupid, high-handed, unpatriotic labor leaders? Of course, 
it doesn’t square at all. In fact, it doesn’t make sense. 

In July, according to official report, aircraft produc- 
tion—most crucial sector of the entire defense problem— 
lagged behind schedule because of a shortage of pro- 
pellers. Yet an A. F. of L. local union, which had lost a 
Labor Board election, just recently closed a Curtiss- 
Wright propeller plant for six days in a wholly unjusti- 
fiable jurisdictional strike. 

We are moving heaven and earth—or are we?—to 
expand our Navy. Yet a huge yard of the shipbuilding 
subsidiary of the United States Steel Co. has at this 
writing been shut down for some days by a strike. For 
what? Not wages or hours or working conditions. The 
union wants the company to contract to fire any em- 
ployee who ceases to pay his union dues or who for any 
other reason falls out of favor with said union’s officials! 

It’s your mess, Mr. President, for you have opposed 
moves in Congress to do anything about it. The Amer- 
ican people don’t like it; and it is very doubtful that the 
rank and file of the workers—as contrasted to self-chosen 
union czars—like it. How much longer will the Govern- 
ment permit it to go on? 


FORTUNES OF WAR... What happens in the Russian 
campaign within the very early future will not only make 
current history of great importance but radically in- 
fluence the shape of things still to come. It will largely 
determine the direction of Germany’s subsequent moves, 
largely influence Japanese action. 

In general terms, we know only that the Germans are 
still advancing in Russia—slowly at the moment in some 
sectors, rapidly in the south Ukraine—and that further 
advance in the Ukraine would deprive the Red Army of 
important industrial support. We have no reliable 
information as to the relative losses of the opposing forces 
in men and equipment, and this is the crucial uncertainty. 

But whether the Red Army disintegrates between now 
and autumn or proves able by retreats to maintain itself 
as a fighting entity, the relief from Nazi pressure which 
the British are enjoying may be relatively short-lived. 
The Germans will be under no compulsion to follow a 
retreating Red Army into Asia. And it would be mere 
wishful thinking to assume that the Nazi High Com- 
mand would be foolish enough to risk the drain of a last- 
ditch Russian war of indeterminate duration. In short, 
if the Germans cannot, except at excessive cost, gain 
their maximum objective—which probably is most of 
European Russia—they will stop with less. 

It is already probable that at a minimum they will 
get all of the Ukraine. In the remaining weeks of sum- 
mer they no doubt will push on toward Leningrad and 


Moscow if the effort yields promise at not too great cost. 
But in any event it may well be a false assumption that 
they will be so intensively occupied in Russia and so 
exhausted that they could not attempt another major 
campaign for a long time to come. 

We suspect that the time has gone by when they would 
even consider trying to invade England. But there can 
hardly be more than a half million Empire troops in 
North Africa and the Near East. These are reported 
to be inferior to the Germans in tank striking power, a 
deficiency which can hardly be made up in a matter of 
months as American output of medium size tanks has 
barely begun. With or without a maximum victory over 
Russia, Germany may quite conceivably be able this 
coming winter to aim major thrusts at the Mediterranean 
perimeter of the British Empire. The war is still spread- 
ing. Terror and tyranny are still on the march. Yet 
there is less reason than there was a year ago to fear for 
the fate of England itself and that of the British fleet. 


WHILE THE FIRE SPREADS ... The fires of inflation 
are not only lighted but are leaping higher week by week 
as more and more fuel is poured on. The Administration 
is fully cognizant of the problem and the danger. The 
possible correctives are no secret. Yet there is the fire, 
unmistakably visible to all, while the administrative offi- 
cials and the elected representatives of the American 
people hem and haw, scratch their heads and debate how 
much water to pour on and when. This is a spectacle 
of the kind of political timidity, ineptitude and paralysis 
which has put all democratic government on the defen- 
sive. We suspect that huge numbers of intelligent and 
responsible citizens are sick of this sort of thing. 

The way to stop inflation is to stop it—but you can’t 


stop it without stepping on somebody’s toes. You can 
stop it with this combination of measures: (1) taxes 


specifically aimed at eliminating the excess purchasing 
power of the consuming public; (2) legal ceilings on all 
prices, including the price of labor and farm goods; 
(3) strict limitations on installment purchases; and (4) 
if it should become necessary, actual rationing of scarce 
consumer goods to which this technique is suited. 

Touching neither wage costs nor farm prices, the pend- 
ing price-ceiling legislation is an inequitable half-measure. 
Yet even on this Congress acts as if it had all the time in 
the world to come to grips with the inflation problem. 
The House Banking and Currency Committee, appar- 
ently tired of it all, has deferred further consideration of 
the bill for two months! 

The Federal Reserve Board’s coming control of install- 
ment credit represents by itself another half-way meas- 
ure, for cash buying in inflating the volume of consumer 
purchases in far greater degree than increased time sales. 

Finally, the pending tax bill is about 99 per cent to 
raise revenue, 1 per cent to deal with inflation. It falls 
lightly, or not at all, on the great majority of individuals 
whose purchasing power has actually been inflated by the 
arms spending. Of course, if the Government really 
wants a considerable inflation—and not a few at Wash- 
ington evidently do—its approach is just about right. 





Business, Financia, and INVESTMENT COUNSELORS 





1907 —“Over Thirty-Three Years of Service” — 1941 








AUGUST 23, 1941 


493 















Security Price Outlook 


In New War Phase 


Unless the market betters July highs fairly soon, further retreat will 
become likely. But a strong investment defense line is only a mod- 
erate distance down and we see no reason to assume it will be broken. 


BY A. T. MILLER 


Summary of the Fortnight: Market bowed to a slow 
motion reaction, due about 50-50 to less favorable news 
and to temporarily impaired technical positions. More 
speculative stocks paced the retreat, resulting im fort- 
night’s decline of 6.1 per cent in our index of 290 issues, 
compared with 2.5 per cent for the Dow-Jones industrial 
average and less than 1 per cent for our average of 15 
high grade equities. 


I. would be plausible to hold that in the persistent slow 


reaction from the high of late July the market was al- 
lowing for the less favorable news now coming through 
from the Russian front. Maybe so, but it also appears 
that the deteriorating quality of the recovery trend 
leadership during the second half of July is at least 
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equally to blame for the result, if not more so, 

In four weeks from July 5 to August 2 our broad 
weekly index advanced nearly 12 per cent, while our 
average of 15 high grade investment equities advanced 
only 2.3 per cent. The corrective reaction has centered 
mainly in secondary and speculative stocks, amounting 
thus far to no retreat of any significance in better grade 
equities or in our averages of 10 speculative preferred 
stock and 10 medium grade preferreds. In fact, our 
medium grade preferred average reached a new recovery 
high last week just a shade under the top of early 
January. 

For perspective it is worth noting that at the recent 
lows our weekly index of 290 issues had cancelled 33 per 
cent of the advance from the year’s low, while for other 
pertinent indicators the comparable percentages are: 
Dow-Jones industrials, 34 per cent; Dow-Jones rails, 26.5 
per cent; our average of 15 high grade equities a trifle 
less than 14 per cent; our average of 10 speculative pre- 
ferred stocks, 14 per cent; our average of 10 armament 
stocks 53 per cent; average of 10 medium grade pre- 
ferreds, no cancellation. 

We have not had a sustained, orderly bull market since 
the collapse of the 1935-1937 affair. The two concen- 
trated, short duration “power” moves for the entire war 
period consisted of straight line advance following out- 
break of hostilities and the nose dive in May of last 
year following the smashing Nazi break-through in the 
West. Since the latter excitement, the up and down 
trends have been confined to relatively moderate inter- 
mediate proportions, have been generally slow and have 
been accompanied by quite frequent short-swing re- 
versals. There were four trying short-swing reactions 
during the 1940 recovery from early June to early No- 
vember. 

The sluggish recovery from this year’s spring lows 
qualifies technically as an intermediate upward trend. 
There is no technical evidence yet that it has terminated, 
the rule of thumb allowing for a reversal cancelling 
anywhere from a third to two-thirds of prior advance 
from an established low. As indicated by cancellation 
percentages noted in an earlier paragraph of this analysis, 
the loss to date is nearer the minimum of these technical 
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low the July highs, the 

risk would obviously be increased of deeper reaction than 
seen during the past three weeks and, indeed, of closing 
the chapter on another intermediate upturn. 

From an investment point of view, however, it is a 
different and much stronger picture that we get, even 
though somewhat negative in character. That is, the 
average lows of June, 1940, have been maintained for 
such a lengthy period as to suggest that, generally speak- 
ing, stocks are in strong hands and that the average in- 
vestor—psychologically adjusted to the manifold uncer- 
tainties and contingencies of the world situation—is 
strongly inclined just to sit tight. 

It is, therefore, difficult for us to conceive of develop- 
ments either in the course of the war or on the home 
front which would induce really serious liquidation. If 
this view is correct the market would seem to have only 
two alternatives: (1) to flounder along in a trading 
range only moderately removed from the average lows of 
the past fourteen months; or (2) to shake off its vague 
pessimism sufficiently either to have a broad advance or 
to sally forth periodically from its defensive base in 
rallies of intermediate proportions or less. 

Certainly, on the basis of recent market action, we see 
no reason to advise any investment selling at present, as- 
suming that the investor is maintaining a prudent re- 


AUGUST 23, 1941 


serve of liquidity suited to his individual needs, as we 
have repeatedly advised. 

And for both investors and traders the one certainty 
in the market outlook, whatever the direction of the 
averages, is continuing high degree of selectivity. It is 
obviously implicit in the transition to an armament 
economy that shortages of materials, priorities and 
higher taxes will have widely varying effects upon in- 
dividual enterprises. The tabulation of percentage 
changes in half-year sales and profits of a number of cor- 
porations in the special article beginning on page 498 
reveals at a glance numerous sharp disparities already op- 
erative. 

Naturally, no convincing assurance can be given on the 
tax outlook. So far as this year’s tax bill is concerned, 
it will, of course, leave successful corporations in most 
cases with a very substantial earning power and many 
with earnings far above the average of pre-war years. 
We don’t know what will be done next year but we have 
a strong hunch that the most likely change will not be a 
further major increase in corporation tax rates but a 
shift to the Treasury scheme of computing excess profits 
taxes solely on the basis of return upon invested capital. 
Even so, unless the permissible return comes much 
closer to tax confiscation than we think probable, at least 
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a minority of companies can be found which would fare 
relatively well under this type of tax, which either will 
be favored, or unaffected, by priorities and which 
have a favorable volume prospect under war economy 
conditions. 

A partial list—taking in account priorities, volume out- 
look and relatively large excess profits tax credit on the 
present invested capital option—would include the fol- 
lowing: Allegheny Ludlum, American Brake Shoe, Amer- 
ican Cyanamid, American Steel Foundries, Anaconda 
Copper, Atlas Powder, Boeing Aircraft, Clark Equip- 
ment, Climax Molybdenum, Crucible Steel, du Pont, 
Fairbanks Morse, General Electric, Inland Steel, Kenne- 
cott, Mack Truck, New York Air Brake, Paramount Pic- 
tures, Phelps, Dodge, Pullman, Republic Steel, St. 
Joseph Lead, White Motor, Caterpillar Tractor, Borden, 
Container Corporation, Hercules Powder. 

The chief cause of the low level of the market is not so 
much the question of earning power as the low capitaliza- 
tion thereof. This is, of course, generally characteristic 
of war periods and is wholly psychological. There is one 
long-range consolation in it. It allows substantially, if 
not completely, for the possibility that the war might 
end one of these days. Instead of that bringing on the 
economic and stock market debacle that some of our 
deepest pessimists are worrying about it might conceiv- 
ably bring a higher average level of stock prices and 
price-earnings ratios. 

For what it may be worth, stock groups displaying 
better-than-average resistance on the recent reaction in- 
clude air transport lines, department stores, variety 
stores, drugs, liquors, rails, textiles and amusements, the 
last named advancing to a new high since 1939. 

To conclude with a note on the war: We don’t be- 
lieve anything that happens in Russia can be a major 
shock to the market, for the market from the first has 
made no more than a very small bet, if any, on the 
Red Army. On the basis of the inconclusive evidence to 
date we see no reason to expect Russian resistance to 
collapse in the short remaining period of summer, even 
though retreats and heavy losses will probably continue 
—losses which, and this may be of very great impor- 
tance, are also inevitably heavy on the German side. 
We don’t know whether Hitler will come through, before 
mid-autumn, with his biggest “peace drive’ yet—but 
after the joint declaration just recently made by 
Churchill and Roosevelt, we opine that any Nazi peace 
offer would fall flatter than a pancake. In short, we 
don’t see any end in sight to the struggle between the 
Axis and the British-American combination, nor to its 
generally inflationary impact upon the purchasing value 
of money. 

With almost everything rising except common stocks, 
we don’t see how a very plausible case can be made out 
for much deflation of the average market level even if 
inflation here is still around the corner. 


Conclusion: We think the market's investment under- 
pining is sound, but if Labor Day finds July highs un- 
topped the averages probably will have to give up more 
of the summer recovery than was cancelled in the recent 
reaction—Monday, August 18. 


AUGUST 23, 1941 





INVERTED SCALE 


PERCENT 





> ae 


15 HIGH GRADE 
COMMON STOCKS 








ww 


10 MEDIUM GRADE 





PREFERREDS 


it. 





(Vv 


10 SPECULATIVE 
PREFERREDS 





10 ARMAMENT 
STOCKS 








MOODY'S YIELDS 


a 





i aa 


GOVERNMENT 
BONDS 





BAA BONDS 





ial 








BAA RAILROADS 


BONDS 








200 COMMON 
STOCKS 








'39-40 HIGH 


JFMAMJ JASOND 
19 4 1 



































Earnings Trends 


Projecting Half-Year 





Only Exceptionally Large Gains 
in Volume Can Offset the Rise in 


Taxes and in Operating Costs 


BY EDWIN A. BARNES 


 — you conclude that the earnings posi- 
tion of a given company is favorable or unfavor- 
able depends in considerable degree upon the 
perspective from which you look at it. 

For example, the second quarter profit reports 
of the three largest steel companies — United 
States Steel, Bethlehem and Republic — have 
been widely termed “disappointing.” Earnings 
of each showed a sharp decline as compared with 
the first quarter. But this was largely due to the 
fact that first quarter earnings were calculated 

on the basis of existing Federal taxes, whereas 
from the second quarter there was deducted the 
increased tax load, calculated from rates in the 
pending legislation, not only for this three- 
month period but for the half year. The statis- 
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tical effect, of course, was to make first quarter 
earning power look higher than it actually was, 
make second quarter earning power look lower than it 
actually was. 

Assuming the corporate provisions in the House ver- 
sion of the tax bill become law, United States Steel will 
almost certainly earn from $10 to $11 per share for 1941 
and Republic around $4 per share. Bethlehem is im- 
possible to figure because earnings calculations are hope- 
lessly complicated for the outsider analyst by the un- 
revealed operating results of the company’s very large 
shipbuilding activity. It will indeed be a great surprise, 
however, if for the year as a whole Bethlehem fails to 
earn at least as much as Big Steel. 

And since we are on fairly firm ground in projecting 
1941 profit potentials for U.S. Steel and Republic, it will 
be illuminating to back off and look at the figures from 
more than a quarter-to-quarter perspective. Thus, Big 
Steel’s 1941 profit will be from 13 to 25 per cent larger 
than the good profit of 1940; eight to nine times larger 
than the annual average earnings of the five pre-war 
years 1935-1939; about double the average earnings of 
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1936-1937, the two most prosperous “peace years” for 
the country since 1929. Profit around $4 per share for 
Republic this year will be the biggest in the company’s 
history by a very wide margin. 

The opening graphs in this article present, in long 
term perspective, a seasonally adjusted quarterly index 
of the earning power of 200 large industrial corporations 
with the year 1926 taken as the basis for comparison, 
and the Reserve Board index of industrial activity, the 
latter also converted to a 1926 base. It will be seen at a 
glance that there has been a long term decline in the 
ratio of profits to industrial volume. For instance, in 
the first half of 1929 the earnings index line averaged 
about 8 points above the industrial activity line; in the 
first half of 1937, best six-month period since 1929, 
the earnings index averaged nearly 23 points below the 
industrial activity index; for 1940 as a whole the earn- 
ings index averaged about 39 points under the industrial 
index; for the first half of 1941 the underside gap was 
widened to 55 points. 
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For the second quarter, taken by itself, the unfavor- 
able comparison was temporarily exaggerated by tax ad- 
justments not allowed for in first quarter figures, with 
the result that the two indexes actually moved in 
opposite directions—volume up, earning power down: 
and the gap between the indexes 68 points. 

Before you spill any tears over these statistics, how- 
ever, there are some qualifying considerations to be 
noted. First, this is not a business boom brought about 
on private initiative but a Government-financed arma- 
ment boom in which all classes of taxpayers will have 
to make justified sacrifices. Second, on the basis of the 
showing for the first half year, the composite earnings 
index referred to above—which is based not on total 
profits but profits as percentage of return on net worth— 


» will average around 95 for 1941 and this figure has been 


exceeded in only three years out of the past nineteen, 
namely 1926, 1928 and 1929. Third, while 1941 profits 
of most manufacturers and of virtually all railroads will 
be above those of the year 1937—most profitable year 
of the long series between 1929 and 1941—average prices 
of industrial and railroad stocks are, respectively, 40 
per cent and 55 per cent under the best levels of 1937; 
and 21 per cent and 39 per cent under the average 


E of 1937. 


As always in time of war, it is felt that armament 


: profits are “temporary” and that therefore the stock 
» market capitalization of earning power should be much 
| more modest than in time of peace. This is an appar- 


ently logical state of mind—but it is a state of mind 


» rather than a relationship founded on hard and fast 
» statistical realities. For instance, most of the companies 
> enjoying the sharpest earnings gains as compared with 
» the pre-war years 1935-1939 are precisely the cyclical 


types which in time of peace were dubbed “prince and 


pauper” enterprises. 


Since when has the earning power of such industries 


_ as steel, machine tools, railroad equipments and various 
, others been anything but cyclical and temporary? Their 
| favorable earnings cycle was unusually long in the period 
) 1922-1929, unusually short in 1935-1937. 
> favorable period of earnings for the “princes and paupers” 


The present 


is now in its third calendar year since termination of the 
last depression in 1938. It is inconceivable to this writer 
that it will not last at least two more years and it may 
last considerably longer. 


Prince and Pauper Profits 


In short, it is certain to be a longer period of relatively 
good earnings for a great many companies than the 
period 1935-1937 and it may compare favorably in 
duration with the life span of the high activity of the 
°20’s. This is not to predict that average stock prices 
must or will advance, but merely to emphasize our point 
that prevailing low levels are explainable more by the 
prevailing state of mind of investors and speculators 
than by corporate earnings realities or prospects. 

It is probable that next year Congress will again raise 
the ante somewhat on corporate taxes. Even so it is 
likely that many of the “princes and paupers” will earn 
considerably more than in such years as 1936 or 1937 
or 1939, even if possibly less than this year in some in- 
stances. Because of the lack of investment confidence 
there has seldom been a time when reasonably secure 
dividend income could be purchased more cheaply. 

It has been a familiar fact, long before the start of the 
war, that many companies have to attain ever larger 
volume in order to maintain satisfactory earning power 
and that in doing so they have had to accept lower 
profit margins per unit of product sold. This is a well 
understood tendency of the economics of American mass 
production. Intelligent investors were not frightened by 
it. There is a similar and much stronger tendency in a 
war economy. Unless taxes become literally confiscatory, 
which is improbable, large volume gains could maintain 
relatively good earning power despite shrinking profit 
per dollar of sales. 

But, assuming even moderate additional rise in cor- 
porate taxes for 1942, it must be emphasized that only 
a minority of companies are likely to have volume gains 
from here on large enough to maintain earning power 
at 1941 levels and an even smaller minority can expect 
volume gains sufficient to lift earnings above the 1941 
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for the Half-Year 


Sales 
Ce ee rare 49.3 
American Steel Foundries........... 61.1 
ee rier ee ies 40.0 
American Viscose .........cccsceee 33.2 
American Woolen ...........+.-+65 128.8 
Atlantic Ref’g ......cccccccccccvcee 5.3 
co SEO Ora 75.0 
CO eon oe 16.2 
Caterpillar Tractor ...........++.. 47.2 
Cluett#, Peabody ...........eseseees 24.0 
cee PPLE RIT T T o 20.2 
Cons: Retall Stores... ....cccccscccee 12.7 
Container Corp. ........ccccccccces 26.8 
ce Be Saar ac 4.3 
Continsntal Ol]... cc cccvccccvcccs 7.2 
Se ee 59.9 
ee SSO aac 49.7 
Dixie Home Stores (24 weeks)....... 21.4 
OR REIUD: ao «0's 0.5 :0'5'n/o 610 0'00'o 00010 8.6 
RE es Oe Ns a ois os 6s 500 s0 0s 44.2 
gE Pr eo 27.1 
Fairbanks Morse .............e0000- 53.0 
Flintkote (28 weeks) ............... 43.5 
oe a a ee 56.7 
NTE TIES ons. on csininic een sescuises 18.2 
General Motors ...........+.ee000% 46.7 
Gen'l. Tire & Ru. (to May 31)....... 61.2 
NCE EO scenes essen sees siess 45.2 
Hazel Atlas Glass ............0.000% 18.5 
DEOPERIOS POWER cv vines 6:05 0:00:0100610 0 39.8 
International Shoe (To May 31)...... 22.9 
en, ASA eS ee eee es 45.7 
ee ee 12.3 
SE ME. aa schacihs veers eaenius 26.1 
Kroger Grocery & Baking (24 weeks). 12.6 
ce EEO ee 38.4 
ol re es ee ier eee 36.1 
Mead Corp. (24 weeks)............. 21.7 
SND 5 ost 44's Soe wo er oe 11.7 
Minn. Honeywell Reg. ............... 58.1 
Monsanto Chemical ................ 53.3 
POEM ARE, 5560.5 owonieoses 10.0 
National Gypsum .............00005 42.8 
SNE MEINE Ns oy 16 xs loss sw ibvio vo Se a owes or 48.8 
National Tea (24 weeks)............ 9.2 
SeIe EDIRON os ov.e's'oG-o oss oes eew as 21.4 
POMNNET TE MSsh 5 sscicine ae sale seabicw ens 17.0 
FN EDD a 5s 50 50:0 0 30s seth sere elaisine' 19.0 
Phillips Petroleum .........cccccees 8.6 
NN ee eee rr ee 29.5 
Pe PINE ons sGsak siwoweviees 10.7 
a ese ae 9.8 
DRIER Sc hin aa ise bios obuie ee 46.8 
PMI a aGks.cshaeano es chs koouwoe 28.0 
PINE AMIE. si sings ole) sone oes oe —0.3 
Union Premier Food (28 weeks)...... 11.1 
eae, Se 37.3 
Western Auto Supply ............... 25.5 
Westinghouse El. & Mfg. ............ 52.0 
SU UE oo csiscc ccc svececeess 47.5 
oe A ere re ete 70.6 


Percentage Change in Sales and Earnings 


Earnings 
30.9 
24.1 

9.6 
—14.5 
1443.4 

—3.9 
25.9 
125.2 
22.5 
25.2 
5.7 
48.5 
23.5 
5.4 
61.5 
80.7 
723.7 
16.4 
—21.1 
—6.6 
4.7 
45.8 
63.5 
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2.3 

4.1 

257.3 
387.6 
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eT 
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—31.2 
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82.8 
6.0 
20.5 
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5.4 
—47.0 
—16.5 

14.1 

20.9 

29.1 
359.6 

15.5 

17.1 

19.5 

72.8 

—25.4 
2.2 

46.5 

49.4 

17.6 
181.8 
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level. Yet, as previously indicated, this year’s earnings 
will be relatively good, so that if a ceiling on profits is at 
hand or near it*will in most cases be a fairly high Ceiling 
as compared with earnings of the great majority of years 
since 1929. 

In contemplating the threat of profit ceilings, the 
investor must look beyond the mere matter of a com- 
pany’s vulnerability to increased Federal income and 
excess profits taxes. The potentiality for additional ex. 
pansion of volume is of vital importance in its bearing 
upon earnings prospects. If an industry is at capacity 
now and can expand its facilities only moderately and 
slowly, it should be obvious that additional gain in earn. 
ing power will be either slight or non-existent whether 
or not taxes are further raised. 

The steel industry is a notable example of such . 
situation. Subject to shortages of scrap and pig iron, 
it will be at practical capacity for 1941 and new facilities 


coming into use can add only slightly to its 1942 volume | 


potential. Hence this year’s earnings must probably be 
considered to be at a ceiling for an indefinite time to 
come. 


At the opposite extreme, among industries either fF 
wholly or largely dependent upon defense demands, is 


the aircraft manufacturing industry. It is now turning 
out approximately 1,500 planes per month. The sched- 
ule, which from present indications will at least be met 
and may be bettered, calls for output of 3,000 planes per 
month by the autumn of 1942. 

Thus there is a potential of 100 per cent gain in unit 
aircraft volume within the next twelve months. Nor is 
this the whole story. The chief drive will be for in- 
creased output of medium and heavy bombers, which 
cost far more than fighters and training planes. On a 
calendar year basis, it would be surprising if 1942 dollar 
sales of the industry did not exceed 1941 dollar sales by 
as much as 150 per cent and conceivably it could be 
more. Therefore, it is probable that leading manufac- 


turers of military aircraft will earn substantially more | 


next year than this, regardless of higher taxes and 
possibly higher unit labor costs. 

Among aircraft companies which have issued _half- 
year reports, declines from a year ago were shown by 
United Aircraft and Martin, but the more significant 


part of this change was due to lower profit margins 4 
incident to the shift of bulk of sales from foreign buyers | 
in the first half of 1940 to U. S. Government in the first | 


half of this year. Especially in the case of United, 
despite higher taxes, the reduced unit profit on U. S. 


business was more than enough to account for drop of | 


about 10 per cent in half year net. In contrast, Con- 
solidated Aircraft achieved the remarkable feat of push- 
ing half-year volume to nearly four times the total vol- 
ume for all of 1941, with the result that half-year earn- 
ings of $4.72 a share were more than double total 1940 
net per share. This is an outstanding example of what 
future sales gains can mean for all well situated manu- 
facturers in terms of increased earnings potentials. 

The next year—in fact, the next several years—will 
bring sharp volume gains in shipbuilding, made possible 
by continuing major expansion of facilities and trained 
labor forces. Although the long range impact of war 
taxes is, of course, highly conjectural, this industry’s rela- 
tive profit outlook is among (Please turn to page 541) 
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If the Red Army can avoid destruction meanwhile, winter will be a strong ally. 


If Hitler Bogs Down In Russia 


BY V. L. HOROTH 


1. MAY be somewhat premature to indulge in tempting 
hopes that a definite turn in the fortunes of the war has 
come as a result of the stalling of the German crusade 
against the Soviet Union. In sober judgment the using 
up of Hitler’s best troops, the obvious falling behind 
schedule of the “blitz-krieg” and the effective tactics 
and guerilla warfare of the Russians still fail to warrant 
the conclusion that the Nazi armies have definitely 
bogged down in Russia. While the Red Army continues 
to fight with unexpected elan and revolutionary passion, 
it may be well, before becoming too confident, to wait 
and see whether the Russians have not gambled away 
their best equipment in the battle which has lasted for 
two months and has probably no equal in history. 
Should the Russians give evidence of sufficient reserve 
of men and material, and if their administrative organ- 
ization and communication facilities are equal to the 
task, then the end of what the Germans believed would 
be a “knife-through-butter” campaign could be taken 
for granted. Perhaps the weeks between now and the 
end of September will mark another momentous stage 
of the war, as a similar period did in 1940. At that 
time, by attempting to subdue the British Isles from the 
air, the Nazis bid for a straightforward victory over the 
British Empire, but were unable to force it and there- 
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after had to devise an entirely new plan of strategy. 
For the sake of argument, let us assume that the great 
Eastern venture of the Nazis will become definitely 
stalled by the middle of September, when rains are 
likely to turn Russian roads into seas of mud. Let us 
assume that the Germans will even wrest away from 
the Russians Kiev, Odessa and another sector of Ukraine, 
but that the Red Army will successfully hold the great 
industrial areas around Leningrad, Moscow, Kharkow 
and the Dnieper Barrage at Dniepro-petrovsk; in other 
words, that the Russians will keep most of their indus- 
trial centers and raw material producing areas intact. 
Apart of the fact that much German equipment has 
already been destroyed that will be almost impossible 
to replace, a shift to “position warfare” in Russia, last- 
ing through the Winter, would probable result in: 
(a) pinning down large German forces and mechanical 
equipment, (b) ceaseless draining of German fighting 
power and the resources behind it, (c) preventing the 
striking power of the German military machine from 
gathering or poising itself for another major campaign 
elsewhere, (d) reducing the supplies of petroleum, man- 
ganese and foodstuffs which Germany was getting from 
the U. S. S. R., and (e) tightening by Britain of the 
blockade, and further encirclement of the German con- 
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trolled Europe, which now is unprecedentedly high. 

A stalemate in Russia, therefore, would probably force 
the Germans to reconsider anew the whole strategy of 
the war. Several different interpretations have been 
advanced to explain Hitler’s attack upon the Soviet 
Union. One widely held opinion is that the Reich was 
geared from the start for a short war only; it argues 
that this was the last chance for the Germans to deal a 
crippling blow to the Soviet military machine before 
turning to make another attempt at invasion of the 
British Isles to force a quick victory. 

Those who favor an economic interpretation give as 
the main reason the Nazi preparation for a long war. 
They maintain that the Nazis have aimed at getting in 
Russia military bases and economic resources for an 
extended struggle with Great Britain and the United 
States. In one of our previous articles, the weakness of 
this interpretation was pointed out. The Soviet Union 
has only a relatively small surplus of foodstuffs and 
industrial raw materials to spare, and would certainly 
have agreed to turn this over to Hitler, had only the 
economic aid been at stake. Furthermore, the much 
more substantial aid of the United States to Great 
Britain is likely to be felt long before Germany could 
develop Russian raw material resources. 

A third interpretation of the German invasion of the 
U. S. S. R. stresses the political or psychological con- 
siderations. It says that Hitler, in order to weld his 
newly won Empire together, declared himself, as did 
Napoleon in 1812, a “defender of culture and civiliza- 
tion against barbarism.” Nazi propaganda in recent 


months is reported to have been appealing to the con- 
servatives and Catholics, picturing Hitler as a modern 
crusader against an anti-Christ Stalin. 

Since Hitler on several occasions laid the emphasis on 
the necessity of winning the war before the end of this 
year’s “fighting season,” the most plausible theory would 
seem to be that the invasion of Russia has been an open- 
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will become more difficult for the Germans in the Russian 
September—but will it stop them? 


ing move for a more grandiose maneuver to end the wa 
quickly. Possibly the real purpose was to strike at the 
next most vulnerable part of the British Empire, the 
Suez “waistline,” and incidentally to get at the food 
supplies of the Ukraine and the oil fields of Baku, Iray 
and Irak. By striking at the Empire at the Suez, and 
threatening India and the rich lands of Southeastem 
Asia,—undoubtedly in conjunction with Japan—Hitle 
possibly hoped to intimidate the British to sue for 
peace. 

Many puzzling moves of the Nazis during the past 
twelve months take on new meaning in the light of such 
an interpretation. It is possible that the new strategy 
began to take shape in the Fall of 1940, when it became 
obvious that the defeat of the Empire through the inva. [7 
sion of the British Isles was becoming, in view of Ameri- 
can aid, less and less likely to be realized. It is possible 
that Russian Premier Molotov was summoned to Berlin 
in November, 1940, to be offered participation in the 
execution of this grand plan, at the expense of Turkey 
and Iran. 


Sea 


ee 


Nazis May Reconsider War Plans 


Bogging down of the Nazi armies in Ukraine would | 
not necessarily mean complete abandonment of such a f 
plan, although an undefeated Red Army at the flank P 
would make it far more dangerous. Asia Minor, more- : 
over, the other “land bridge” to the Near East, would F 
hardly provide much easier going. With the Red Army | 
fighting stubbornly, the Turks also would be likely to 
resist. The Anatolian Winters, because of the high alti- 
tude, are practically as rigorous as the Russian, while | 
means of communications are few, and the natural 
obstacles—such as high mountain ranges—are numerous. 

It is not unlikely therefore, that the Nazis will give F 
up altogether the plan for conquest of the Eastern 7 
Mediterranean via the Anatolian and Caucasian land f 
bridges. But in that case, what is their F 
strategy likely to be? The writer favors | 
the theory that, in reconsidering their 
war plans and also their war aims, the | 
Nazis would turn to the Southwest, to F 
the Western Mediterranean and North 
Africa, areas where fairly cheap victories 7 
could still be won with relatively short | 
preparation and with limited men and |) 
war equipment. Such victories would 
bolster the morale within Germany, keep 
the initiative in German hands for sev- 
eral more months and keep open the} 
Saharan road to the non-European 
world. : 

Thus it is not impossible that we shall 
see this Fall a great concentration of f 
spare German troops and equipment in 
Spain, the occupation of Portugal, the} 
long-expected siege of Gibraltar and the | 
entrenchment of the Nazis in the French f 
North African Empire and Dakar. Nazi | 
writers have “rediscovered” in recent 
weeks the natural wealth of West Africa, | 
especially in regard to cotton and vege- 
table oils, while the French are being 
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urged to speed up the building of the Trans-Saharan 
railway. However, the distances are great and at best it 
would take three years before the existing railway sys- 
tems in Algeria and in French West Africa could be linked 
together by rail. 

Undoubtedly the Nazis will try to get what they can, 
while they can. Hence, it is likely that in the not distant 
future they will be “protecting and developing” the 
French West African Empire for the benefit of the Conti- 
nent of Europe. As war objectives, the colonies of 
Africa would be a far cry from the destruction of British 
Empire and the “new world order” planned by German 
leaders following the victory at Dunkirk and in France. 
The concentration upon Africa would signify that the 
plan for defeating the British Empire in the Eastern 
Mediterranean has been laid aside for more limited 
objectives. 

A move to North Africa for the “protection of the 
French Empire” would likely be accompanied by some 
sort of demonstration by which the Nazis would try to 
persuade themselves and the World that the conquered 
nations of the Continent are content to work and prosper 
within the New Order. The recent pledge of Marshal 
Petain committing France to “collaboration” in the “New 
Order” may be regarded as a step in this program. Simi- 
larly, the reported convocation of various Quisling Gov- 
ernments to a conference in Berlin is to give the impres- 
sion of a united front, as well as to confuse further the 
isolationist element in the United States and Latin 
America. 

The feeling that the superior German Army has been 
stalemated by the despised Red Army would be a blow 
to Nazi prestige at home and abroad. It would make 
Hitler’s promise of victory in 1941 look absurd. With the 
third Winter approaching, German people would have 
many more reasons to become gloomy and dissatisfied. 
Reports from Sweden recently spoke of the German Gov- 
ernment measures against the “pessimists” who already 
see the Reich being encircled and besieged as in the last 

war and eventually outdistanced by American armaments. 

Increased bombings by the British, restlessness in the 
occupied regions, and growing privations in regard to 
foodstuffs and clothing, doubtless also contribute to the 
desire on the part of German people to end the war for 
the objectives which may not after all be worth the 
sacrifices. Growing fears of “last-ditch” struggle are 
being expressed, especially where the conquered peoples 
are concerned. However, the Nazis themselves are op- 
posed to such an ending and are known to have criticized 
the old Imperial Army Command for not knowing when 
to end the First World War. One of the Nazi generals 
is quoted as saying that the one thing the Third Reich is 
not likely to do is fight a “last-ditch” war. 

Russian resistance will naturally also encourage “fifth 
column” activities throughout the Continent, not only 
among the communists, but among the conquered peoples 

generally. Communist organizations are especially strong 
in Spain and France, and the chances are that even the 
submerged German communists will eventually come out 
into the open. As for the Slavic countries of Eastern 
Europe, they seem to be already rallying behind the Rus- 
sians with the deep-rooted pan-Slav sentiment strength- 
ened by new social and economic aspirations. 

Thus, with the uneasiness of the German public over 
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Preslit Photo 
Major industrial and power facilities of the Ukraine are now 
in jeopardy. 
the Russian campaign growing, the demand for peace is 
likely to become increasingly strong. We may see Hitler 
launching one “peace offensive” after another this Fall 
and offering “generous terms to beaten enemies.” Such 
proposals will have the appearance of sincerity, and will 
be intended to raise the hopes of people at home, and 
at the same time to sow doubts in the minds of the dis- 

satisfied in the democratic countries. 

One such proposal, attributed to Franz von Papen and 
reported by Ray Brook, New York Times correspondent 
in Ankara, Turkey, is supposed to have guaranteed the 
integrity of the British Empire, promised the withdrawal 
from Western Europe and the Scandinavian countries, 
and even to restore in some measure Poland, Czecho- 
Slovakia, Yugoslavia and Greece. For themselves the 
Nazis claimed the right to occupy Northern Russia and 
Ukraine for a twenty-five year period, probably to pro- 
tect Europe from the communist danger. It was also 
proposed that Italy should get back her East African 
Empire and be rewarded with French Tunisia. No longer 
is the neutralization of Suez or Gibraltar being demanded. 

The joint declaration by President Roosevelt and 
Prime Minister Churchill following their meeting at sea 
has anticipated Hitler’s peace feelers by outlining a 
“newer order” for the post-war world, an order designed 
to become the rallying point for all forces opposed to 
Nazism. 

Hence it is not unlikely that the actual bogging down 
of the Nazis in Russia might mark a definite turn in 
the fortunes of the war, and the beginning of the end of 
what Professor M. J. Bonn, a distinguished economist 
connected with universities in Germany, Great Britain 
and this country, calls the Axis Powers’ “counter-revolu- 
tion” against the New World which has arisen from the 
First World War.” “This world,” Professor Bonn says 
in the July issue of the Annals, “was very imperfect 
as an age of transition is (Please turn to page 538) 
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Keeping Ahead on 
The Industrial Front 





BY WARD GATES 


Weighing the Profit Squeeze— 


The familiar words “increased taxes and operating costs” 
constitute a loose and misleading explanation for the 
lowered ratio between industrial volume and _ profits. 
Actually the increase in internal operating costs of 
industry—chiefly due to high cost raw materials, higher 
wage rates and premium wage rates for over-time—have 
been easily absorbed to date, if we can judge by the 
average operating results shown by half-year reports of 
135 large manufacturing concerns. After meeting all 
internal costs, their total net income before income taxes 
was $899,574,000, against $466,045,000 in the first half 
of 1940 or a gain of approximately 93 per cent. Had 
Federal tax rates been the same as a year ago, the net 
profit would have been fantastically large. As it was, 
the aggregate profit after taxes was up approximately 
31 per cent. But the essential point for the investor to 
bear in mind is that this relatively good result was made 
possible only by a tremendous expansion in volume— 
by taking up the slack in the producing capacity of 
machines and men. Since for industry in the aggregate 
that slack has now been substantially eliminated, future 
volume gains will be very much slower, with a few excep- 
tions which are analyzed in detail in the special article 
on page 498. This means that in most cases further 
increases in wage rates and cost of materials could not be 
absorbed. On the face of it there is danger that net 
profits will be severely squeezed between the triple 
pincers of higher internal costs, higher income taxes and 
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fixed-ceiling prices for finished goods. But as the Gov- 
ernment badly needs the corporate tax revenues which 
only reasonably prosperous business enterprise can pro- 
vide, it will not make sense to let the triple squeeze have 
free rein. Therefore the prediction is here made that the 
Government either will, in one way or another, restrict 
further increases in internal operating costs, or that it 
will from time to time give an upward stretch to the 
coming price ceilings. A combination of both remedies 
may be applied. 


Rationing Consumer Goods— 


The experience of England and Germany prove that 
under war conditions in those countries heavy taxes and 
price ceilings are not sufficient to cope with the problem 
of inflation, shortages of goods and orderly, equitable 
distribution of such consumer goods as are available. 
So direct rationing of a long list of items is in force. 
There can be no price-raising scramble for meat because 
a housewife can buy only so many ounces per week per 
member of her family. In this country we have gone 
only a relatively mild part of the way to war taxes on 
the mass of consumers and to cost of living “controls” 
which for some time to come will not really control— 
and the question of actual rationing is barely in the dis- 
cussion stage. The idea of ration cards is politically 
obnoxious. No doubt it would be the most practical and 
equitable way of dealing with the shortage of such semi- 
necessities as stockings and gasoline. But, unlike the 
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situation in low-living-standard European countries, 
there will be no major shortage here in either the necessi- 
tous goods or the vast majority of semi-necessities. The 
most significant curtailment, generally speaking, will be 
in durable goods such as automobiles and household 
appliances. It is hard to conceive of any equitable 
“rationing” plan for these that would not involve a laby- 
rinth of red tape and an impossible conundrum for the 
bureaucratic Solomons. You can’t very well issue to 
each family head a ration card which will entitle him 
to buy a fractional part of one of the 2,500,000 or 3,000,- 
000 passenger cars that may or may not be produced in 
the next model year. So manufacturers of consumers’ 
durable goods will produce what they can, subject to 
priority limitations, and as usual the rule in distribution 
will be first come, first served. 


Diesel Power Marches On— 


It was back in 1892, nearly half a century ago, that 
Dr. Rudolf Diesel patented his famous engine. But 
only in recent years have technical improvements 
brought Diesel power really into its own. Growth in 
recent pre-war years was phenomenal, will be further 
stimulated by war demands, will continue in the post- 
war world. The railroads have taken to Diesels in a 
big way, first for switching locomotives, next for crack 
passenger trains and now—under the leadership of 
Atchison—for heavy duty freight locomotives. In fact 
the biggest builder of locomotives is no longer to be 
found in the railroad equipment industry. It is General 
Motors, specializing in Diesels in its subsidiary Electro- 
Motive Corp. In many large installations Diesels are 
providing electric power cheaper than it can be bought 
from electric power companies. Awaiting the devel- 
opment of lower-cost Diesels of small size is a large 
potential market not now served by electric power 
lines. 


Oil and Politics— 


It is not possible to arrive at a valid investment opinion 
of the longer range prospect of the petroleum industry 
on strictly economic grounds. Influential New Dealers 
have long been angling to bring this vital “natural re- 
source” under permanent Federal regulation “in the 
public interest.” Whether the public would actually 
benefit may be open to debate, but if you have any doubt 
as to what it would mean to owners of oil securities you 
have only to note the low price commanded by the 
average public utility or railroad equity as compared 
with the average unregulated industrial. In the case of 
oil there is the special danger that “emergency” regula- 
tion, justified in some degree by the defense problem, 
will prove to have been the nose which preceded the 
camel into the tent. Meanwhile there is also a special 
tax threat which will bear watching. The Treasury 
wants to reduce the depletion allowances permitted oil 
and mining enterprises in calculating profits for tax pur- 
poses. Congress may or may not go along. Should any 
adverse change be made in depletion tax allowances, the 
effect on per share profits of crude oil producers of small 
capitalization—for example Amerada—could be substan- 
tial. In that case the investor desiring a stake in the 
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oil industry might find relatively greater attraction in 
stocks of companies engaged mainly in refining and 
marketing. An example of the latter is Standard Oil of 
Ohio, which, due to marked improvement in operating 
methods, is now earning record high profits in contrast 
to the general experience of the industry. 


Impact of Defense Spending— 


For the twelve-month fiscal year ending next June 30, 
total defense expenditures for the U. S. are officially 
projected at $20,000,000,000, against $7,000,000,000 for 
the past fiscal year. This will represent approximately 
20 per cent of our total national income. Such a propor- 
tion cannot have a major over-all effect upon the national 
living standard. Over the same period the proportion of 
national income spent for war purposes in Britain and 
Canada will be twice as high, in Germany two and a half 
times as high. By the middle of next year arms costs 
will be at a rate around $30,000,000,000 a year. It is to 
be doubted that its ratio to total of dollar income will 
significantly increase because the latter will also rise 
sharply. But bear in mind that comparisons of this kind 
will become increasingly futile as inflation develops. It is 
probable that the increase in 1942 national income will be 
due more to rise in prices than to increase in physical 
production. Just the opposite is true in 1940-1941 com- 
parisons. The ultimate impact of vast arms spending 
upon the American living standard will not be a matter 
of the ratio of defense dollar (Please turn to page 538) 





Trends and Projections 


To avoid a squeeze in corporate profits serious 
enough to reduce Federal tax revenues and dis- 
courage production, the Government will either 
have to oppose further increases in operating 
costs or permit price rises. 


Excepting in a few special instances, rationing 
of consumer goods is improbable. There will be 
no shortage of necessitous goods sufficient to 
justify it; and there is no practical method for 
applying it to consumers’ durable goods in which 
the major shortages will center. 


The oil industry has reason to fear that its 
emergency regulation by Washington will be- 
come permanent in more or less degree. Treas- 
ury’s drive to increase tax take from crude oil 
producers by reducing depletion allowances will 
also bear near term watching by investors. 


Boom in retail trade is not yet out of line with 
actual consumer purchasing power, which will 
point up at least through the year-end and bring 
record-smashing volume of holiday trade in 
November-December. 


The field of Diesel power is one of the few in 
which war-stimulated demand is super-imposed 
on a dynamic pre-war growth trend and in 
which a large post-war growth potential is also 
indicated. 


























Charles Phelps Cushing Photo 


BY 





Priorities muddle is so confused officials in charge can’t 
keep orders straight, and jurisdiction is divided between 
Army, Navy, 0 PM,OPACS and other agencies with 
all kinds of pressure to get higher ratings on special 
projects. Ratings now mean little because so many high 
ones are outstanding, the supply and delivery situation 
is almost as bad as before priorities were sta:ted. There is 
strong suspicion several defense agencies are hoarding 
and hogging. Policy fluctuates as to what should come 
first—ships, planes, tanks, ete. —with frequent result that 
materials producers lose efficiency by constant changes in 
schedule. 


Aid to Russia puts an unplanned and serious drain on 
U.S. production, and is being pushed in substantial 
amounts, including diversion of shipping. Rumblings 
indicate the country is not taking it with too much grace, 
even though amount of aid is not generally realized. 
Fact that some Russian orders are getting high priorities, 
even taking things England has been unable to get, may 
be tip-off that U.S. expects early Russo-Japanese hostili- 
ties in Siberia. 


Increased capacities for producing raw materials, both 
old and new, after end of defense emergency will mean 
wild scramble for markets. Materials like magnesium, 
plastics and synthetic rubber may be so plentiful they 
will find many new uses, displacing old materials. Indus- 
trial research and product design, now greatly restricted, 
may bring new profit sources to forward-looking indus- 
tries once the lid is lifted. 


Power fight is going on within the Administration as to 
how much and what sort of generating and transmission 
expansion is needed and who will have the say. TVA, 
F PC, and Ickes are mixed up in it, with OP M in the 
middle. Ickes is trying to maneuver things so Roosevelt 
will have to name him defense power coordinator. He 


already is boss of coal and oil, but wants control of all 
resources. 








Short war talk is not shared by Washington officials 
who express impatience with feeling prevalent in Mid- 
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West that war will soon be over so there is no use making 
an all-out defense effort. Washington is definitely 
planning for a long war, maybe five, maybe ten, years; 
but it is trying to do in a few months what Germany did 
in six years in transferring the entire economy to arma- 
ment production, and also trying to supply other nations 
while building up our own defenses. Result is sharp 
dislocations. 


Small plants are beginning to feel material shortages 
which exist or impend in almost every line. Their fate 
worries officials but no solution has been found unless 
it is decided to give them priorities for non-defense pro- 
duction. Alternatives include more sub-contracting, 
allocation of remaining production among all units of an 
industry, development of substitute materials, simplifica- 
tion and standardization of lines. But so far government 
can only advise, and plant managers must find their own 
ways of staying in business. 


Labor displacement is being caused by curtailment of 
imports (such as silk), priorities, plant shut-downs while 
converting to defense production. In some cases the 
same workers will be needed in the same plants in a few 
weeks; in others the dislocation may be of long duration. 
How to prevent migration of workers and creation of 
ghost towns and still make use of available skills is serious 
problem which O P M has tackled but not solved. Wide 
shifts in retail distribution and buying power are also 
implied. 


Upgrading workers is a relatively new system of getting 
skilled employees, being pressed vigorously by defense 
advisers. Many plants have installed schools and short 
apprentice courses to train men and women to do specific 
mass-production operations rapidly and advance them 
to more highly-skilled jobs, thus relieving experienced 
and fully-skilled help for supervisory work. Hope is this 
can be applied to displaced silk and other workers who 
can go back to their old trades later. 


Air travel by civilians may be sharply curtailed soon 
but air lines will be kept operating for mail and official 
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travel. Government wants to take more transport planes 
and avoid replacements, so may shortly ordain that 
air travel be confined to Government officials and urgent 
defense missions. May be a sort of priority system for 
what plane space is left. 


Coal shortage is a possibility this winter as stocks are 
low, consumption high, and transportation facilities 
already in use at near maximum capacity. Reduction in 
rail shipments by any cause would be serious. Govern- 
ment is launching a buy-now campaign. 


Russian aid by U:S. is based on practical exigencies of 
the moment, not on any lasting alliance. While of course 
not admitted officially, the assistance is not out of sym- 





duction conferences eliminated much earlier opposition. 
With the farm bloc getting a high ceiling for its products, 
control will lose much of its effectiveness, and no one 
really expects wages to be kept in line by stabilization 


agreements. Unless sky-rocketing prices and consumer 
complaints scare Congress into drafting a tighter bill 
than seems probable now, the new law, when it comes, 
cannot stop all increases but can only brake the rise. 


Forced savings plans are being discussed quietly in 
Government circles for dual purpose of getting more of 
national income into Treasury to finance defense and 
to reduce consumer demands for goods which compete 
with defense production. But idea will not be pushed 
this year. First come higher income taxes, maybe a sales 

tax, bigger defense savings bond 





pathy but to maintain the bal” 
ance of power in both Europe 
and Asia and keep Russia a 
military threat to Germany 


WASHINGTON SEES: 


Conflict between defense and civilian business is 


campaign, and experiment with 
tax anticipation notes, all of 
which have much the same 
purpose. Forced savings is the 
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and Japan. There are strong 
hints that some of the ship- 
ments to Vladivostok are ear- 
marked for China. 


Property seizure bill was 
finally forced through a reluc- 
tant Congress in much-modi- 
fied form, though still without 
any rational explanation of its 
need. It is broad delegation of 
arbitrary power for President 
to confiscate almost anything 
in name of national defense, 
but Congress hedged it around 
with some restrictions as_ to 
military character of property, 
showing of need, and fair com- 
pensation. How new law will 
be used remains to be seen. 


acute, with serious implications for small business. 
Consumers can get along without a lot of things for 
some time, but thousands of plants face bankruptcy 
is they can't get materials or defense orders. Offi- 
cials have vaguely foreseen this condition, but have 
done little concrete to forestall it. 


Defense orders are in big lots which only big firms 
can handle, and sub-contracting is optional and 
spotty. Priorities are issued in such volume for any- 
thing with a defense label that there is little or no 
material for non-essential and even much essential 
civilian production, and there is great difficulty in 
getting supplies for maintenance and repair, despite 
recent OPM action. The helter-skelter rush for de- 
fense production is not only impairing the efficiency 
of the nation's industrial machine as a whole, but 
threatens irreparable losses in closed plants, local 
unemployment, and migration of workers. Defense 
officials express sympathy and promise help, but it 
must soon be evident that the defense delivery 
schedule will have to be curtailed to keep other 


last resort. 


Advertising curtailment is 
hinted in some Administration 
talking, though it is doubted 
there will be any widespread 
and open effort to prevent 
advertising. Idea heard fre- 
quently is that under price ceil- 
ings a cost saving can be made 
by reducing advertising, par- 
ticularly since there are not 
enough goods to fill demands; 
also that competition in mar- 
keting should be reduced as a 
contribution to defense. Mer- 
chandisers will fight this trend, 
if it develops, on ground that a 
company must keep its name 
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before the public if it expects 
to have any market later on. 





ate to bring in more revenue 

than that lost when House struck out mandatory joint 
personal returns. This provision will not be put back, 
though there may be a slight penalty for separate returns 
by husband and wife. Personal exemptions will be 
lowered, estate and surtaxes raised, more and _ higher 
excise taxes on items rejected by House. Excess profits 
tax may be upped some though probably not Administra- 
tion plan to eliminate average earnings option. Sales tax 
still unlikely until next year. 


Installment credit curb was quicker and more sweep- 
ing than generally anticipated, showing the Administra- 
tion is really worried about price rises and material 
shortages caused by consumer demand. Restrictions 
should not make serious inroads on consumer-goods sales 
in the long run, as supplies of many things usually sold 
on time, like autos, refrigerators, will soon be curtailed 
anyway, and cash buying should expand after a brief lag. 
But the control will cut off much anticipatory buying. 


Price control bill is snarled in politics and won’t be 
enacted for a couple of months, even though pre-intro- 


AUGUST 23, 1941 


Advertising trend will become 
definitely less promotional and will be more along “insti- 
tutional” lines, that is, it will simply expound the merits 
and history of the particular company concerned. 


Economic Defense Board headed by Vice President 
Wallace has two jobs: (1) coordinate export licenses, 
frozen funds, shipping control, imports of strategic ma- 
terials, Latin American trade program, and other foreign 
matters to hamper the Axis; and (2) map out long- 
range, post-war economic planning which will keep the 
U.S. on top in foreign markets and trade routes. It’s the 
kind of work Wallace likes—thinking and planning, with 
others doing the administering. His V.P. duties give him 
plenty of time for it. 


Industrial research staffs are quietly doing much work 
for the Government, unpaid, in perfecting new war 
weapons and passing on the hundreds of ideas pouring 
in from inventors, most of which are worthless. Govern- 
ment and college scientists are cooperating. Out of it 
may come new materials and processes highly useful in 
industry when defense needs and secrecy are lifted. 
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Before denuding portfolios of seasoned stocks, 


a careful analysis of their position is wise and 


may reveal unexpectedly significant developments 


Examining the Future of 


Five Seasoned Common Stocks 


BY J. S. WILLIAMS 


American Can 


When earlier this year American Can common stock 
was selling about ten points under recent levels, the 
question was frequently heard, “What’s wrong with 
Can?” Whatever, if anything, was wrong it can safely 
be said that it did not have its origin in the company’s 
current prospects. Current output promises to break all 
previous records. It is possible that at various times 
this year the shares have been subjected to liquidation 
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by holders afraid that operations might be curtailed as a 
result of a shortage of tin supplies. And, of course, there 
was the recurring problem of increased labor costs and 
sharply higher taxes. It is also noteworthy that at 
recent levels around 88, American Can common stock 
was selling at some fourteen times 1940 earnings and on 
the $4 dividend would return a current yield of about 
4.6 per cent. In a market where many seasoned common 
stocks are priced at seven to ten times earnings, and 
yield from 6 to 8 per cent, the shares of American Can 
hardly give the appearance of an outstanding bargain. 
Yet in a large measure the market recognizes the com- 
pany’s strong industrial position, its showing of sustained 


profits in good times and bad, and the long record of con- 
tinuous dividend payments. The shares are justly held in 
considerable investment regard. 

Thus far, at least, can manufacturers have not been 
handicapped by any shortage of tin plate. American 
Can is understood to have started the year with a sub- 
stantial inventory of tin plate on hand and production of 
tin plate has been maintained at approximately the same 
level as a year ago. Can manufacturers are cooperating 
to conserve supplies of tin, by such expedients as a reduc- 
tion in the coating of tin plate and the use of black plate, 
wherever possible, in the manufacture of general line 
containers. These efforts, however, insofar as they affect 
supplies of tin and tin plate may be made largely ineffec- 
tual by the increased demand both from packers of fruits 
and vegetables and industrial users. According to Gov- 
ernment estimates, packs of fruits and vegetables this 
year will run 15 to 20 per cent higher than in 1940 and 
will probably be readily absorbed by increased demand 
for our own armed forces as well as those of Great Britain. 
Sales of general line cans are running even further ahead 
of those a year ago. Meanwhile, American Can reports 
that demand for its paper containers continues to expand 
and productive capacity for one-quart containers will be 
raised to 750,000,000 units annually. Sales of beer con- 
tainers are understood to be about on a par with last 
year, but promotion of this field is being restrained on 
the grounds that beer is a non-essential from the stand- 
point of defense. More directly American Can is par- 
ticipating in defense, utilizing about 60 per cent of its 
machine shop capacity in sub-contracting work on de- 
fense orders. 

The nature of the company’s business, with its large 
seasonal factor, makes it premature to estimate earnings 
at this time. Nevertheless, it can probably be safely 
assumed that net profits before taxes will be well ahead 
of last year. Whether the company is successful in im- 
proving on the $5.88 a share shown in 1940, will depend 
upon the extent to which increased sales this year will 
enable the higher taxes to be absorbed. There is scant 
doubt, however, that the $4 dividend will be ac- 
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corded a good margin of earnings protection, augmented 
by the company’s characteristically strong financial posi- 
tion. Although not promising much in the way of price 
appreciation, the shares should continue to provide a 
satisfactory investment income medium. 


Western Union 


Western Union in recent years has suffered a num- 
ber of severe body blows competitively, dealt chiefly by 
air mail and telephone communications. Teletype service 
offered by the Bell System has also cut into Western 
Union’s revenues. There is little likelihood that the 
potency of this competition will be materially alleviated 
in the future, but for the present, at least, the company is 
sharing impressively in the generally high state of indus- 
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trial activity. 

Last year the company’s telegraph revenues recorded 
a gain of 5.2 per cent. Cable revenues, because of the 
war, were down 8.2 per cent, but total revenues regis- 
tered an over-all gain of 4.2 per cent. In 1940 the com- 
pany was able to carry 52 per cent of the gain in gross 
revenues down to net operating income. Net available 
for the capital stock was equal to $3.46 a share, compar- 
ing with $1.32 a share in 1939. Finances also were im- 
proved last year; bank loans were reduced by $2,000,000; 
funds were set aside for a small current bond maturity; 
and net working capital was higher. 

The company’s most recent report covers the five 
months to May 81, last. For that period gross revenues 
increased some $4,600,000 from the level of a year ago, 
while net income totaled $3,044,721 against $935,701 in 
the first five months of 1940. Per share earnings in the 
current period were $2.91, which compared with 89 cents 
last year. On this basis, it may not be overly optimistic 
to forecast current earnings at the best levels since 1936, 
when the equivalent of $6.89 a share was shown for the 
stock. Possibly the current showing may be the com- 
pany’s best in ten years, but this promise must be tem- 
pered by the possibility of increased wages. Only re- 
cently it was announced that wages of land line em- 
ployees would be increased $1,300,000 annually. Western 
Union has a very high operating ratio, with wages alone 
requiring nearly 60 per cent of gross. Obviously, any 
material increase in wages would have a marked effect 
upon per-share earnings. 
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At various times in the past it appeared that a merger 
between Western Union and Postal Telegraph was immi- 
nent. Such a merger would be a most logical one, per- 
mitting important operating economies and the elimina- 
tion of much duplication of facilities. It would add about 
$20,000,000 to Western Union’s gross revenues. It is still 
possible that the Federal Communications Commission 
will sanction this merger. 

A dividend of $1 has been paid thus far this year and 
another payment of at least that amount is probable. 
In the current setting, Western Union shares may be 
conceded a measure of speculative appeal, but the high 
degree of volatility displayed by earnings eliminates the 
issue from investment consideration. 


American Smelting & Refining 


At the end of the first quarter it was officially stated 
that all divisions of American Smelting & Refining were 
being operated at capacity. Nothing has occurred since 
to suggest that this is not also true at the present time 
and, for that matter, the company appears assured of 
capacity operations for an indefinite period ahead. Its 
activities are a vital phase of the defense program. 

American Smelting & Refining engages primarily 
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the processing of non-ferrous metals mined by others. 
In addition, the company owns, manages and leases 
mining properties. It is essentially a volume business 
and for this reason earnings tend to fluctuate rather 
widely between good times and bad. In the present 
setting a well sustained level of earnings is indicated, 
although there are several factors present which would 
seem to preclude the likelihood of any appreciable gain. 
The Government has established prices for the three 
principal non-ferrous metals — copper, lead and zinc. 
With operations already at capacity and without the 
benefit of higher prices, it seems obvious that mining 
operations cannot be expected to enlarge appreciably 
their recent contributions to the company’s earnings. 
However, the company this year will have the benefit of 
increased lead sales by its Mexican mines, American 
Smelting having shared in the recent purchase of 225,000 
tons of foreign lead made by the Metals Reserve Co. 
Higher taxes will also have the effect of holding down 
current earnings gains. Last year American Smelting 
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paid income and excess profits taxes aggregating $6,000,- 
000. Should this item be increased a third this year, or 
$2,000,000, the added levy would be equal to about $1 a 
share on the common stock. 

Last year after allowing for dividends on the 500,000 
shares of 7 per cent preferred stock, net available for 
the 2,191,669 shares of common was equal to $4.21 a 
share. In 1939 per share earnings were equal to $4.36 
a share, the decline last year having been wholly the 
result of higher taxes. Financial position at the close 
of 1940 was exceptionally strong. Net current assets, 
including cash and Government securities of more than 
$21,000,000, totaled $72,000,000. The latter item, to- 
gether with investments in subsidiaries not consolidated, 
was equal to about $40 a share for the common. Property 
account of $52,000,000 would offset the 500,000 shares of 
preferred stock. 

Dividends paid to common stockholders last year 
totaled $2.75 a share and the expectation that current 
payments will amount to at least as much is supported 
both by the earnings prospect and a strong financial posi- 
tion. At recent levels around 45, the shares are attractive 
for the liberal yield afforded. 


J.C. Penney 


Farmers and industrial workers have a lot more money 
to spend this year, and from all indications they are 
spending it, too. Retail trade is the best in a decade. 
The usual slump which occurs during the summer months 
has failed to put in an appearance this year and with the 
advent of the cooler months this buying wave promises 
to gather increasing momentum to attain record-break- 
ing proportions. 
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Sales of J. C. Penney for the seven months ended 
July were 18.2 per cent from the level a year ago. Sales 
in July alone scored a gain of 25.2 per cent. These 
gains are the more significant in that they reflect con- 
sumer buying of so-called soft goods—clothing, shoes, 
dry goods and the like in which J. C. Penney specializes. 
In other words the company’s business gains this year 
do not appear to have been made at the expense of future 
sales, which is likely to prove to have been the case in 
the sales gains registered by companies retailing a line 
of consumers’ durable goods such as stoves, refrigerators, 
washing machines, electrical appliances, etc. Buying in 
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these groups has undoubtedly been unduly stimulated 
by threatened shortages as more and more raw materials 
are diverted to defense. Carrying this line of reasoning | 
further, it is probably a safe assumption that J. C. Penney — 
may well capitalize on increased public purchasing power _ 
for some time after other less favored divisions of retail | 
trade have felt the pinch of shortages and restricted | 
installment purchases. 

A substantial gain in the volume of dollar sales prom- 
ises to render timely aid in enabling the company to 
offset increased taxes and higher personnel costs. This 
would appear to have been borne out in the earnings 
statement for the first six months of the current year. 
Net for that period was up nearly $1,000,000, after allow- 
ance for taxes sufficient to cover the higher rates under 
the proposed Revenue Act of 1941. Earnings of $7,027,- 
984 for the first half of this year were equal to $2.56 a 
share for the 2,743,984 shares of capital stock, comparing 
with $2.24 a share in the first half of 1940. Gross sales 
in the first six months this year were up 17.1 per cent to 
$146,727,559. Current assets at the end of last June, 
including nearly $25,000,000 in cash, amounted to close 
to $99,000,000, while current liabilities were less than 
$30,000,000. 

Dividends this year have been paid at the rate of [| 
75 cents quarterly and year-end extras will probably be [> 
on a par with 1940 payments, bringing the total divi- PF 
dends up to $5 a share. Backed by excellent earnings and 
an impregnable financial position, the shares inspire [ 
investment confidence. 3 





International Nickel ' § | 

4 
Prior to the outbreak of the war, International Nickel [> 1 
was generally regarded as potentially the ideal “war ir 
baby.” Far and away the largest producer of nickel in [7 n 


the world, the company would be called on to provide an FF t 
insatiable quantity of an essential war material. This iI 
assumption has since turned out to have been correct, as [Fp 
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far as it went. Unfortunately, it did not take into con- f: 
sideration the extent to which fixed prices and higher t 
E } 
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taxes could be superimposed to restrict earnings to levels 
lower than the company was able to show in a reason- 
ably good peace-time year. nd 

Last year, for example, with production breaking all Vee 
previous records. International (Please turn to page 541) 
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ire Industrial Volume and Profit Trends, with Outlook for Individual Machinery and Machine Tool 
Issues; Electrical, Office, Farm and Rail Equipments; Liquors, Steel, Building, Non-Ferrous Metals 
| 
[. time of peace the single Stockholders today have to 
cel 3 most difficult question confront- The letters A, B. C. D, E indicate our judgment of reckon with coming enforced cur- 
ar §f ing the average investor in com- the basic investment-market quality of each security, tailment of some industries which 
in mon stocks is the prospective based on its status in our war economy, earnings- impinge on the defense program, 
° o.* dividend potentials, vulnerability to rising taxes, as well r ith risine taxed 
an trend of general business activity, Caskey, annua, wade pode, quelle pee as well as with rising taxation, 
11S : in which fluctuation of industrial pect, operating flexibility, etc. The numerals |, 2 priorities, shortages of materials, 
as — production is the most dynamic and 3 indicate current earnings tread. prospective price-control legisla- 
n- fF factor. Individual security selec- INVESTMENT—MARKET CURRENT EARNINGS tion, etc. In this maze the formu- 
: ; Paap: UALITY . ae 
er tion, while always extremely im- 9 lation of sound, commonsense 
# . A—High Grade |—Upward . an . b : 
portant, is nevertheless the secon- ieitieae judgment is difficult but by no 
: dary problem. C—Medium Grade 2—-Stendy means impossible. It is to aid in 
But in the controlled war econ- i eg ll 3—Downward that objective that our Mid-Year 
omy toward which we are rapidly Security Appraisals and Forecasts, 
4 moving the investor’s problem is ov following pages, are dedicated. 
oa ‘ - . 
i almost exactly reversed. There is Use of our investment-market 
fd no question of the level or trend of industrial produc- rating, in the tabulation on each issue, is explained in the 


tion and aggregate business activity. Both will be as 
high as is permitted by limits of producing capacity, 
materials, labor, power and transport. This is to say 
that in any event total industrial volume will continue 
to set new records. Yet only a small minority of com- 
panies will earn record high profits and in not a few 
instances earnings and dividends will be lower than for 
the average of the pre-war years 1935-1939. 
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adjoining box on this page. Selected issues which we 
recommend for safe income are denoted by a star symbol. 
Issues recommended for cyclical appreciation are marked 
with an asterisk. Issues favored for both income and 
appreciation are marked with a dagger. Timing of any 
purchases for appreciation should accord with the general 
trend advise given in our regular market analysis in the 
forepart of each issue. 








Presenting a Graphic Picture of Industrial 


Volume and Profit Trends as Defense 


Increasingly Takes Over Our Economy 
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Outlook for Equipments is Mixed 


Machinery, Machine Tools and Railroad Equip- 


ments 


I, spite of capacity operation and 
steady expansion of facilities, the 
machinery and machine equipment 
industry has been unable to keep 
pace with rising demand, with the 
consequence that the unfilled order 
backlog now is at an all-time high. 
Machinery production to date this 
year has been approximately 55% 
ahead of that in the corresponding 
period of 1940, but new orders for 
machinery have run about double 
those in the similar time last year. 

Most companies in this field are 
heavily engaged in Government 
work, with considerable civilian 
work shunted aside on a_ priority 
basis. Prospects are that output for 
defense purposes will rapidly in- 
crease, bringing with it the naturally 
smaller profit margins characteristic 
of Government orders. Even with 
the terrific glut of business on hand 
for the industry, it is doubtful if 
earnings will grow a great deal be- 
yond present levels because of rising 
taxes and operating costs. Such 
costs, in fact, are likely to keep full 
pace with, or (in the instance of some 
companies) actually exceed, the po- 
tential additions to earnings arising 
from higher volume. Meanwhile, 
however, companies in this division 
are steadily improving their financial 
conditions through high earnings, so 
that larger dividends in some _in- 
stances (as indicated in the attached 
tabulation) are likely to be paid over 
the near term, at least. 

The electrical equipment industry 
is in the difficult situation of having 
record-breaking orders to fill but in 
some divisions (particularly — in 
household equipment lines) unable 
tc get adequate materials for early 
fulfillment of these orders, due to 
armament priorities. Makers of 
heavy electrical equipment for the 
utilities may have a bit less difficulty 
in obtaining materials than those 
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manufacturing the lighter consum- 
ers’ lines, and a large volume for 
those departments serving the utili- 
ties is assured. The Government is 


most anxious to promote additional 
utility expansion, while preaching 
the necessity of cutting down output 
of many household lines. Aggregate 
proposed spending for public and 
private utilities this year should ex- 





ceed that of 1940 by at least 50%, 
with still further expansion in the 
cards for 1942. Results in the elec- 
trical equipment industry proper 
will follow differing patterns, with 
household electrical appliance mak- 
ers likely to suffer a reduction in sales 
and earnings. Differentiation in this 
respect, however, is complicated, 
since so many companies in the field 
produce both household and _ the 
heavier types of equipment. For in- 
dividual prospects of the various 
companies, the following tabulation 
may be studied. 

Railroad equipment companies 
have definitely arrived at the 
“prince” stage of their prince-or- 
pauper cycle. Natural important 


‘are involved, 


Face Brightest Near-Term Prospect 


beneficiaries from armament, these 
companies also have the largest 
orders from railroads on their books 
since 1929. The railroads alone, in 
fact, would spend enough to keep 
the equipment companies busy for 
several years. Present freight cars 
are around a 1,700,000 total, and 
while the railroads have added about 
190,000 new and rebuilt cars to their 
supply since war started in Europe, 
they have embarked on an additional 
program which provides for 120,000 
additional cars. Locomotives have 
been ordered in similar proportion. 
Meanwhile, recognizing the impor- 
tance of effective transportation, the 
Government has given railroad 
equipment makers priorities second 
only to defense lines. 

Agricultural machinery companies 
likewise have been benefitting from 
the armament program, but not so 
greatly or directly as the railroad 
equipment companies. Straight arm- 
ament orders, though increasing, 
still comprise a minor part of total 
business, but the stimulus to agri- 
culture which has been an _ out- 
growth of the defense program is 
good news to farm-machine makers. 
Thus, a beneficent Administration 
has encouraged higher farm prices 
regardless of anti-inflation moves in 
other directions. Gone, too, is the 
effort to induce the farmer to pro- 
duce less; the economy has been re- 
versed to one of stimulating growth 
of large crops. Thus, the total farm 
income this year should easily top 
$10,000,000,000, vs. $9,120,000,000 in 
1940. Raw materials problems nat- 
urally will beset the agricultural ma- 
chinery makers, except, possibly, in 
instances where defense contracts 
and so, too, will 
rising operating costs and taxes, but 
on the whole most companies in this 
field should earn a bit more and pay 

(Please turn to page 538) 
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@es,e 
Position of Leading Equipment Stocks 
Machinery and Electrical 
. eenncee EARNED PER _—e sia Estimated : Div. ploy. & 
atest In 
mien cc Average 1940 "19 keen Cee ee COMMENT 
mrieia......... $2.34 $2.84 1.47(6) 1.34(6) $2.75-3.50 $0.50 B-1 Strike reduced earnings earlier this year, but they are now in 
A strong uptrend; slightly larger dividends likely. 
enn Oe. .. 1.01 1.33 NF NF 1.50-2.009 0.54 C-1 Defense sub-contracts raise earnings; moderate dividend 
increase is likely. 
Amer. Mach. & Metals. 0.06 0.35 0.05(6) 1.08(6) 1.50-2.00 D-1 Good eamings outlook will bring consideration of a small 
dividend disbursement. 
{Babcock & Wilcox. ... 1.51 5.34 2.19(6) - 5 
. - . 2.75(6) 5.50-6.50 1.00 C1 Capacity operations assured for some time, with backlog 
pene Sividends should exceed those of 1940, 
TBlack & Decker....... $1.86 2.82 1.87(9) 3.21(9) 4.00-4.75 0.90 C-1 Armament booms demand for many of company’s lines; 
newly raised div. rate may be supplemented bv extra, 
bsicnemetatoeee 1.14 3.88 NF NF 4.00-5.00 ee C-1 With preferred arrearages out of the way, better earnings 
likely to bring common dividend payments. 
Bucyrus-Erie........... 0.59 1.71 0.56(6) 0.71(6) 2.00-2.50 0.40 C-1 Heavy construction boom advances earnings; larger dividend 
payments likely, 
| © re 1.54 6.15 NF NF 5.50-7.C0 1.00 C-1 Expansion helps profit margin, but high taxes will restrict 
earnings rise; hat higher dividends anticipat 
Caterpillar Tractor... . 3.58 4.16 1.86(6) 2.28(6) 4.50-5.50 1.00 B-1 Both foreign and domestic business is at record peaks, and 
improved earnings likely despite high costs and taxes; 
extra dividend possible. 
TChicago Pneu. Tool.... 1.46 3.01 0.55(3) 1.56(3) 3.50-4.50 1.00 C-i Manufacture of airplane engine parts for Packard will further 
expand earnings; i dividends expect 
Compo Shoe Mchy..... . 1.65 1.34 NF NF 1.50-2.00 0.50  C-1 Regular lines supplemented by defense sub-contracts, higher 
earnings and stable dividends in prospect. 
Grocker-Wheeler....... 0.01 0.13 NF NF 0.20-0.40 C-i | Company prospering in current defense economy, but 
finances may not permit early dividends. 
+Cutler-Hammer........ 1.70 1.94 1.12(6) 1.42(6) 2.00-2.50 0.75 C-1 Prospective tax increases and high operating costs retard 
earnings rise, but somewhat higher earnings and divs. likely. 
Ex-Cell-O,Corp........ 1.39 4.99 2.09(6) 2.73(6) 4.00-5.50 1.30 C-1 Heavy taxes temper profit outlook, but moderately higher 
earnings and dividends anticipated. 
iFairbanks, Morse...... 2.94 4.59 1.58(6) 2.30(6) 4.50-5.75 1.00 C-1 Company benefits from tremendous shipbuilding activity; 
substantial year-end extra dividend in prospect. 
Food Machinery....... $2.76 3.70 1.89(9) 2.21(9) 3.25-4.00 0.70 B-2 Besides stable food packaging machinery business, company 
Foster Wheel obtains defense contracts; may pay extra dividend. ° 
ssihasiiadcadandaeaees 41.02 3.43 NF NF 3.50-4.50 C1 Ps brings large payments against preferred arrears, 
- which sill total S49 share, 
eneral Electric........ 1.42 1.95 0.90(6) 0.90(6) 1.75-2.25 0.70 A-2  Blue-chip corporation's profits being squeezed by mounting 
and taxes, but stable dividends indicated. 
Ingersoll-Rand......... 6.19 7.03 NF NF 7.00-8.00 3.00 B-1 Earnings and dividend prospects favorable in spite of nar- 
rowing profit margin. 
LO Se 2.46 3.37 1.26'6) 1.766) 3.25-4.25 1.00 C-1 Promising earings outlook indicates a small div. increase. 
Mesta Machine........ 3.54 3.08 NF NF 2.75-3.75 1.50 C-1 With unfilled orders exceeding $25,000,000, earnings pros- 
pect is impressive; maintenance of at least current dividend 
rate likely. 
Monarch Mach. Tool. . . 2.32 5.63 NF NF 5.00-6.50 2.00 C-1 Taxes likely to be heavily absorptive, but should not prevent 
= a small earnings and dividend rise. 
Myers, F. E. & Bro...... 04.33 4.86 2.69(6) 2.28(6) 4.00-5.00 1.50 B-2 Full year earnings likely to aabe better comparison than six 
si 7 diviA. aA obi. L sta le. 
National Acme........ 1.25 4.40 2.47(6) 3.14(6) 4.00-5.50 0.50 C-1 This important machine tool company will have heavy tax 
burden, but still may i earnings and divs. over 1940. 
National Supply. ...... 0.88 d0.49 d0.11(3) 0.22(3) NE C-1 Profitable year indicated, but prior pfd. arrears stand in 
the way of common dividend payments. 
Niles-Bement-Pond..... 4.53 9.14 NF NF 8.50-10.50 1.75 C-1 High earnings likely to be maintained; dividends will top 
those of 1940, 
Wer Atee......... (a)1.44 (2)6.13 (b)0.34(6) — (b)2.05(6) (b)3.25-4.00 2.25 C-1 Stock 9 lit four-for-one; earnings and dividend prospects 
are brig 
SS Serre 2.45 4.56 2.03(6) 3.19(6) 5.00-6.00 1.00 C-1 All. divisions’ sales rise, particularly to aviation industry; 
year-end extra dividend anticipated. 
United Engr. & Fdry.... 3.29 4.47 1.96(6) 2.18(6) 4.00-5.00 1.00 C-1 Taxes will sharply squeeze profit margin, but earnings and 
dividends still likely to exceed those of 1940. 
U.S. Hoffman Mchy... 0.53 1.29 0.59(6) 1.68(6) 2.00-3.00 C-1 Government contracts bring earnings jump, but bank loans 
stand in way of immediate common dividends. 
Van Norman Mach.Tool 1.53 3.00 1.03(6) 2.03(6) 3.00-4.00 0.50 C-1 Advance in operating costs and taxes will retard rate of earn- 
ings gain, but small rise in dividends possibl a 
NR os bs she ceeed 0.10 0.80 0.14(6) 0.65(6) 1.00-1.50 C-1 Improving regular business supplemented by defense orders; 
dividends may await clearing of bank loans. - 
Wayne Pump.......... N3.73 3.18 1.41(6) 1.16(6) 2.00-3.00 1.50 C-3 Earnings now back in uptrend; full dividend maintenance 
pro e. 
Westinghouse E. & M... 5.25 7.10 3.68(6) 4.33(6) 7.25-8.25 1.00 A-1 This large electrical equipment manufacturer has record- 
breaking orders, but profit margin narrow; div. outlook stable. 
Weston Elec. Inst....... 1.61 4.58 1.77(3) 1.59(3) 4.00-5.00 1.50 C-2 Airplane industry takes rising amount of output; little change 
in earnings or dividends anticipated. 
*Worthington Pump.... 0.13 6.20 2.95(6) 3.86(6) 6.50-7.50 C-1 


Earnings advances may entail elimination of dividend ar- ' 
h ferred stocks. 
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year. 2 (b)—New stock. 


—Recommended for income and potential iation. 
S—Year ontls Golborne aa 


N—Year ends November. 
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Position of Leading Equipment Stocks—Continued 
Railroad Equipment 































































































































































































Rae 
anne EARNED PER ee ‘ a it. Be ber 
- atest Interim 4 ‘aid to Market 
Company verage 1940 40 19. Earnings Date Rating COMMENT 
Amer. Brake Shoe...... $2.41 $3.49 $1.41(6) $1.66(6) $3.75-4.25 $0.90 B-1 Provisions for taxes restrain earnings growth, but income and 
dividends will top 1940 totals. 
Amer. Car & Fdry.... Ap d4.13 3.40 NF NF 5.23(A) 1.00 C-1  Eamings rise, both from regular operations and armament 
contracts; further common dividends likely: 
American Locomotive.. d2.22 0.50 NF NF 1.50-2.00 C-1 Company now well in the black, but large preferred arrears 
obstruct common dividend payments. 
Amer. Steel F'dries..... 1.02 2.48 1.40(6) 1.74(6) NE 0.50 _C-1 _ Promising eamings prospect point to higher dividends. 
Baldwin Locomotive... 1.35 1.75 “a? —- 2.50-3.00 C-1 Hg earnings likely to bring initial dividend considera- 
6 6. tion. 
General Amer. Transp.. . 3.20 4.11 2.21(6) 2.31(6) 3.75-4.50 1.50 B-2 Record more conservative than average railroad equipment, 
stable dividend prospect. 
iGen, Railway Signal... 0.60 1.21 0.53(6) 0.65(6) 1.35-2.00 0.25 = C-1_— Substantial shell business aids larger div. indicated. 
Lima Locomotive. ..... d1.04 0.41 NF NF 1.25-1.75 C-1 Both defense and railroad orders rise rapidly; dividend re- 
sumption is anticipated. 
jNat'l, Malleable. .... 1.27 3.05 1.28(6) 1.95(6) 3.50-4.25 0.50 C-1 Promising eamings prospect points to increased dividends. 
N. Y. Air Brake. ...... 1.68 4.04 3.21(6) 4.33(6) 5.00-6.00 1.50  C-1 Despite tax vulnerability, expect moderately increased earn- 
ings and dividends this year. 
Bare co “BY. ke ss 0.30 1.12 0.62(3) 0.93(3) 1.50-2.00 C-1 Strong earnings uptrend indicates full clearing of class “A” 
arrears. 
Pressed Steel Car....... d0.65 2.35 1.56(6) 0.53(6) 1.50-2.00 D-2 Recent earnings trend again upward, but common dividends 
not imminent 
NUNN GO. s 66000500 1.29 0.96 0.69(3) 0.78(3) 2.25-3.00 0.50 C-1 Has huge backlog of railroad and defense orders; higher 
earnings and dividends are in prospect. 
Superheater Co........ 1.03 1.47 0.46(6) 0.79(6) 1.50-2.00 0.62% C-1 Larger divs. possible on good earnings outlook. 
Symington-Gould w.w.. . 0.51 1.17 0.75(6) 0.58(6) 0.75-1.25 0.75 D-2 Higher div. rate likely to be maintained for time being. 
Union Tank]Car........ 1.58 2.22 NE NF 2.25-3.00 1.00 C-1 Moderate earnings i and stable dividends indicated. 
Westinghouse Air Brake. 1.06 1.76 1.01(6) 1.26(6) 2.00-2.50 0.50 B-1 Airplane parts business helps expand earnings; dividend 
increase probable. 
Youngs. Steel Door..... 1.37 2.10 1.33(6) 0.93(6) 2.00-2.50 0.75 C-2 Current capacity operations indicate favorable full year earn- 
ings and likely continuation of 50-cent quarterly dividend. 
*—Recommended for cyclical apprec ation. {—R ded fori and potential appreciation. d—Deficit. Ap—Year ends April. A—Actual. 
NE—No‘estimate. NF—Not A sailable. 
Agricultural 
EARNED PER SHARE Estimated Div. Inv. & 
1935-39 Latest Interim 1941 Paid to Market 
Company Average 1940 194 Earnings Date Rating COMMENT 
UCB. . sncdedwwes O $8.86 $3.45 NF NF $4.50-5.50 C-1 Sizable dividend payment is likely between now and the 
end of the year. 
{Deere &Co.......... O 2.59 3.33 NF NF 3.00-4.00 $0.50 C-2 Current impressive earning power points to larger dividends. 
tint. Harvester......... O 4.01 4.11 NF NF 4.00-5.00 1.20 B-z Pre-eminent company in the field, will maintain the $2.40 
annual dividend rate. 
Minneap.-Moline...... O 0.01 0.75 NF NF 0.75-1.25 D-2 Heavy dividend ges on preferred block dividend pay- 
ments on common stock. a 
Oliver Farm Equip...... 2.07 2.56 NF NF 2.75-3.50 0.50 Cc-1 Additional dividends likely on basis of recent earnings and 
promising prospects. 
TR ded for and potential appreciation. O—Year ends October. NF—Not available. 
Business 
- EARNED PER SHARE Estimated Div. Inv. & 
1935-39 Latest Interim 1941 Paid to Market 
Company Average 1940 40 1941 Earnings Date Rating COMMENT 
Addr.-Multigraph...... Jy $1.60 $0.78 1.05(9) 1.41(9) $1.50-1.75 $0.75 C-2 Excluding foreign subsidiaries, earnings rising; stable dividend 
Burroughs Add........ 1.00 0.63 NF NF 0.65-1.00 0.30 C2 Strong financial condition and good parent company earn- 
ings point to full maintenance of current dividend rate. 
int'l. Business Machines. 9.46 10.50 4.78(6) 5.01(6) 10.50-11.50 4.50 A-2 Earnings above 1940 likely despite advancing costs and 
taxes; $6 annual dividend rate is secure. 
Nat'l. Cash Register... .. 1.53 1.26 0.67(6) 0.81(6) 1.25-1.50 0.75 C-2 Although earnings margin over $1 annual dividend is not 
large, full maintenance is probable. 
Pitney-Bowes..... .... Mr 0.62 0.66 NF NF 0.62A 0.20  C-2 Continued stability, both in and divs., indicated. 
Remington-Rand....... Mr 1.40 0.94 0.20(3) 0.67(3) 2.17A 0.60 Cc-2 Improved domestic demand swings earnings upward; 80- 
cent annual dividend rate secure. 
*Royal Typewriter..... Jy 5.95 7.91 5.75(9) 6.31(9) 8.00-9.00 4.50 B-2 Good financial condition and earnings assure maintenance 
of liberal dividends. 
Smith & Corona........ J 2.27 0.90 0.46(9) 3.04(9) 3.50-4.50 0.75 Cc-2 Though higher operating costs and taxes will retard profits 
tise, prospects indicate larger dividends. 
Telautograph.... ...... 0.54 0.44 0.13(3) 0.09(3) 0.35-0.55 0.10 C-2 Earnings now have resumed uptrend; dividends likely to 
a erat be unchanged. 
*Underwood-Ell.-Fisher. 4.21 3.03 1.46(6) 2.56(6) 4.00-5.00 1.25 B-2 Growing Government busi aids ings; larger income 
and dividends anticipated. 
*—R ded fori A—Actual. Jy—Year ends July. Mr.—Year ends March. J—Year ends June. NF—Not available. 
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Metals Demand Exceeds Capacity 


Increased Volume Is Unlikely to Bring 


Higher Future Earnings in Many Instances 


, in the metals trades to 
date this year has been at an all- 
time high, and indications are clear 
cut that demand for practically all 
non-ferrous metals will be above 
domestic capacity for virtually the 
duration of the armament program. 
Typical of the existing situation is 
the recent report that the potential 
copper shortage this year may run 
as high as 500,000 tons. Demand is 
steadily advancing, and is expected 
to reach 160,000 tons a month be- 
fore the end of this year. Refined 
stocks, meanwhile, have slumped to 
only 74,384 tons (July statistics), 
which is equal to little more than a 
two weeks’ supply at the current 
consumption rate. Domestic mine 
output in July totaled only 75,626 
tons. 

Like the very large majority of 
non-ferrous metals, copper is under 
strict priorities. The Government, 
in fact, will soon be subsidizing cur- 
rently idle, high-cost producing prop- 
erties, with the object of increasing 
production. Some of the deep-shaft 
Michigan mines, among others, could 
be brought back into production with 
a 14-cent-a-pound price and prob- 
ably could add about 75,000 tons to 
available supplies next year. This 
price would, of course, be substan- 
tially above the recent ceiling, estab- 
lished by the OP AC S at 12 cents a 
pound. The Metals Reserve Co.. 
subsidiary of the R FC, which has 
been buying foreign copper, is allo- 
cating copper on a small scale and 
is hampered in its efforts to build a 
stock pile by shipping shortages. 

With prices fixed and costs (in- 
cluding taxes) rising, the copper in- 
dustry’s profit prospects are not 
especially bright. Assured capacity 
operations for some time to come, 
however, as well as the relatively 
favored excess profits tax position of 
the majority of these companies, in- 
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dicate that earnings this year should 
exceed those of 1940 by a small mar- 
gin. Dividends, too, in the aggre- 
gate, are likely to be slightly larger 
than those of last year. The trend 
of profits, however, is downward, 
because of costs and taxes; it is 
doubtful if second half-year earnings 
will be as large as those of the first 
half. 





The question of substitutes is im- 
portant to the copper industry and 


producers of other non-ferrous 
metals in more ways than one. Not 
only are metal substitutes necessary 
for many civilian manufacturers who 
hope to stay in business, but they are 
also likely to become permanent sub- 
stitutes. The search for replace- 
ments in some instances has become 
almost frantic, and many of these 
industries have found after having 
settled on usage of a substitute basic 
commodity and after having made 
expensive readjustments for this 
purpose, that defense preferences be- 
come established even in the substi- 
tute commodity, making it necessary 
to turn again to other fields. 

farlier this year, for example, 


many companies changed from alum- 
inum (which obviously was headed 
for mandatory priorities) to copper, 
steel and nickel, all subsequently 
coming under full priorities. As more 
business men turn to plastics, paper, 
glass, lumber, concrete and _ textile 
products for substitutes, many of 
these replacement products will be- 
come rooted and permanently oust 
the original raw material. In this 
manner did aluminum and copper- 
clad steel get their big push during 
World War days. Though aluminum 
itself is naturally now subject to re- 
placements, substantially further 
long term growth, partly at the ex- 
pense of copper, is definitely ahead. 
Heavy expansion of aluminum-pro- 
ducing facilities—Goverment-backed 
—is under way, though it will be 
some months before new plants will 
come into important operation. 

Other non-ferrous metals are in 
basically the same position as cop- 
per, details of which are given in pre- 
ceding paragraphs. In other words, 
they are subject to rationing, are 
price-controlled and are faced by the 
same types of factors squeezing 
profits. Positions vary simply in in- 
tensity, with the zine situation the 
tightest, though still firmly under 
centrol as to prices and _ priorities. 
Even the lead situation which has 
for many months created little cause 
for alarm now is growing rapidly 
tighter, with stocks moving down 
sharply. Nickel, tin, manganese, 
tungsten and other import metals are 
in exceptionally low supply, while 
even molybdenum (liberally  pro- 
duced American ferro alloy) is on 
the priorities list. In spite of the 
basic similarity of positions in most 
of the non-ferrous metal trades, 
-arnings and dividend prospects vary 
materially in cases of individual com- 
panies, as indicated in the adjoining 
table. 
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EARNED PER SHARE Estimated Div. Inv. & 
1935-39 Latest Interim 1941 Paid to Market 
Company Average 1940 1941 Earnings Date Rating COMMENT 
Alaska Juneau...... $1.03 $0.62 NF NF $0.50-0.70 $0.375 C-3 High operating costs, plus the inflexible price of gold and 
heavy taxes combine to reduce earings; stable dividends 
2 ee nee _ La ¥S ; indicated, however. 
Aluminum Co., Ltd 10.16 16.03 NF NF 17.00-20.00 2.00 B-1 Tremendous aluminum demand brings record sales, though 
this is counterbalanced by large Canadian excess profits 
= = ——— ? ae ee ee taxes; little dividend change anti 
+Alum. Co. of Amer... 9.48 25.12 NF NF 25.00-30.00 2.00 B-1 Profit margins have been narrowed by high taxes and ex- 
panded costs, but earnings gain over 1940 and larger divi- 
se ee ee Oe ee ae PEN er ae dends anti 
Amer. Metal, Ltd... ... 1.69 2.69 0.70(6) 1.00(6) 2.75-3.75 0.50 Cc-1 Decreased receipts from Rhodesian coppers restrain the rise 
een - in but substantial year-end extra dividend likely. 
Amer. Smelt. & Ref... . 5.20 4.21 NF NE 4.50-5.50 1.50 B-1 Taxes take largest share of the increase in earnings; however 
ilum- the company is likely to experience higher earnings and pay 
saded eee = : ee eee a small extra dividend. 
“Ae Am, Zinc, Lead & Smelt. d0.45 0.38 d0.01(3) 0.20(3) 0.75-1.50 D-1 This borderline company has all properties operating at 
pper. capacity; common divs. unlikely to follow quickly the 
: = 7 of pfd. arrears. 
ently Anaconda Copper...... 2.03 4.04 1.21(3) 1.34(3) 4.00-4.50 1.00 C-1 Foreign properties expand sales sharply to U. S. Govt, 
more =e a : a> 2 both and dividends likely to increase. 
aper fAnac. Wire & Cable... 2.78 4.07 1.18(6) 3.34(6) 5.00-6.00 1.00 C-1 Sharp rise in d d ducts, particularly 
= those for naval vessels, create iat earnings and div. pros- 
xtile eae ——s 2 atthe pects 
v of Cerro de Pasco........ 3.24 2.40 NF NF 2.50-3.50 3.00 D-1 Peruvian export taxes and relatively low copper prices cut 
e oe = profit margins, but div. rate will be maintained for time being. 
| be- tClimax Molyb........ 2.68 2.40 1.38(6) 1.58(6) 2.50-3.50 0.60 C-1 Metal shortages create rising demand for molybdenum; in- 
oust creased earings and higher divs. likely despite smaller 
: ‘ profit margins. 
this Consol. Min, & Smelt... 3.60 2.77 NF NF 2.75-3.50 1.25 C-1 Exchange restrictions, high taxes and fixed prices, virtually 
) prevent any substantial earnings rise over 1940; div. prospect 
Pr er- stable. 
ring Dome Mines.......... 2.05 2.06 NF NF 1.85-2.05 1.50 c-3 Not much change either i in earnings or dividends anticipated, 
num despite r] costs and taxes. 
Eagle-Picher Lead...... 0.49 1.41 NF NF 1.50-2.00 0.20 Cc-1 All plants, including new additi g at capacity; 
D Te- slightly larger earnings and small Stieidend im increase possible. 
‘ther *Homestake Mining... 3.69 3.03 NF NF 2.50-3.25 2.625 B-3 Though earnings may edge under those of 1940, continuation 
é of generous divs. likely, since part is paid from large deple- 
» OX- tion reserve. 
ead. Howe Sound.......... 6.02 3.63 2.04(6) 1.46(6) 2.75-3.50 1.50 C-2 Relatively unimpressive profit outlook ba Canadian and 
e Mexican subsidiaries point to ible small de- 
pro- _ ~~ cline; dividends may be 
eked Hudson Bay M. &S.... 1.75 2.16 0.95(6) 1.19(6) 2.00-2.50 1.00 C-1 Britain and Canada take all output, though profit margins 
l be - narrow; stable divs, and small ease 
c Inspiration Cons. Cop... 0.26 1.87 0.69(6) 0.83(6) 1.50-2.00 0.50 D-1 Absence of deferred devel t writeoffs this year help 
will i dividends are likely to continue at a modest rate. 
Intl, Nickel... ........ 2.37 2.31 0.64(3) 0.60(3) 1.90-2.30 1.00 B-2 Exchange restrictions, taxes and high operating costs shackle 
a = rs profit margins; dividend rate fairly possible. 
> I Kennecott Copper...... 2.68 4.05 NF NF 3.50-4.50 2.00 B-1 With all production of foreign properties being bought by 
COp- U. S. Govt., and d good, in- 
: ; ae eee eet te ee crease in earnings and dividends likely, 
pre- Lake Shore Mining..... Je4.10 2.77 NF NF NE 0.85 C-1 This Canadian gold mining company has had smaller produc- 
rds, tion at same time costs advance; no further div. cuts likely, 
a Sie ; eet ae. — sh oerverr, 
are fF = Magma Copper........ 2.68 2.78 1.76(6) 1.96(6) 2.75-3.50 1.00 B-1 _—_ Taxes restrict earnings rise, but a small gain over 1940 is in- 
the = 0 — ears ee oe Ress — dicated, while a moderate year-end extra div. also is likely. 
Zing | Melntyre Pore......... M4.55 4.66 ae 22(3) 1.02(3) 4.79A 2.775 B-2 Company, which is Canada’s fourth largest gold producer, 
be 3 ws a pn One Nee ee. {nee a will have profits squeezed by Mat costs; smaller div. — 
In- Miami Ce 0.29 0.70 NF 0.54(6) NE D-1 Ordinarily a borderli 
the ie. ae — —_= —, _ ___tising earnings; a moderate Sividend likely to ~* a - 
dev National Lead... Peres ana 1.14 1.34 0.69(6) 0.75(6) 1.35-1.75 0.25 B-1 Volume comparisons will be excellent, but high costs vend 
" = ere = ics ; een ae nage aan e ah taxes prevent = rise; = dividend prospects. 
1es Fee FN IN os coco hence 2.68 4.19 1.69(6) 2. 81(6) 5.00-6.50 1.50 B-1 Zine boom p for 1941 in spite of 
has —__— = ree Res LS nln a profit margins; igividend increase probable. 
Newmont Miaing.. Rastene 2.24 1.76 NF NF NE 0.75 B-1 " Stoek sells below its recent net-asset value around $400 
use share, partly reflecting large foreign investments; div. outlook 
dly inci aia eee ee . ; = __ static. E ae 
; ‘Phelps Dodge........ 2.02 1.49 NF 0.73(3) 2.00-3.00 1.00 B-1 divisi prospering, particularly fabricating. Sub- 
wh or higher and derately sed divs. 
ikely 
Se, —— wenn ———— a a “2 2 " = =o 
are St. Joseph Les Leed.. eckaaes 1.92 2.62 1.32(6) 1.29(6) 2.50-3.00 1.00 B-2 Leading d lead p will 
¥ about in line with = “of 4920, “little div. poet. antici- 
ile —______ ; ters ee eee ___ pated eoky 
ro. Silver King Coalition.... 0.49 0.38 0.12(3) 0.10(3) 0.30-0.50 0.20  D-2 With eamings continuing close to the line of 10-cent quar- 
— ann ee ere a reap , an. S Sy! __terly div. payments, divs. must be considered speculative. _ 
on Sunshine Mining....... 2.49 1. 82 0.86(6) 0.80(6) 1.50-2.00 0.80 D-3 Largest d tic silver d likely to incur continued 
the — st Pee ; hrinkage in profit margin; slightly smaller divs. possible. 
U. S. Smelting......... 7.69 8.16 NF NF 8.50-9.50 3.00 C-1 Rising operating and labor costs prevent enlargement of 
st = —_ earnings, but no change in generous d div. Policy i is likely. 
es, *Vanadium Corp....... 1.07 2.84 NF NF 3.00-4.00 0.25 C-1 Heavy « d d for dium prompt: program; 
wy Ily i d ings and amas larger divs. 
‘ re 7 prac 
ni z 2 a = = = = = = 
ng *—Recommended for cyclical appreciation. d—Deficit. A- Actual. NF—Not shite. Je—Year ends June. M—Year ends March. NE-—No 
£ estimate. {—Recommended for income and potential appreciation. —Recommended for income. 
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Defense Program Booms Building 


Non-Defense Residential Lines Likely to Fade 


Under Priorities or Possible Enforced Curtailment 


ala stimulation to the 
building material and construction 
industry continues with progress of 
the defense program. Though orig- 
inal armament plant expansion plans 
have been completed, the defense 
program has grown so far beyond its 
initially-drawn limits that the build- 
ing boom should last for some time 
ahead. The present year’s building 
aggregate is likely to approximate 
$10,000,000,000, or about 50 per cent 
more than the 1940 figure. Future 
defense needs very likely will take 
up most of the slack caused by com- 
pletion of projects already under 
way, so that the high level of activ- 
ity may be expected to be main- 
tained well into next year, at least. 

Expenditures of the Government 
alone, directly related to defense, 
should exceed $3,000,000,000 this 
year, which would compare with 
about $600,000,000 in 1940. Direct 
military and naval outlays in the 
United States, with the exception of 
industrial facilities and defense 
family dwellings, will run close to 
$1,700,000,000 this vear, while spend- 
ing on new industrial plants should 
reach $1,500,000,000, or more than 
twice the 1940 figure. The latter 
figure also would represent an all- 
time high. Even the oppressed pub- 
lic utilities are stepping out this 
year — partly under Government 
pressure—with a construction objec- 
tive 50 per cent ahead of 1940. 

The non-defense residential build- 
ing picture is by no means so bright, 
though some authorities in the trade 
declare that residential construction 
this year will approximate that of 
1940, at least in the number of units 
built. In any event, dollar volume 
will certainly be higher, because of 
rises in building costs. The growing 
tightness in the labor and materials 
situations by themselves will bring 
an automatic fade in this division of 
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the construction industry, but there 
is also to consider the deterring in- 
fluences of possible American partic- 
ipation in the war, as well as actual 
curtailment by the Government in 
this industry, just as the automotive 
industry is to be restricted. 


Even public works construction 
has been running above that of 
1941; contracts let for the first half 
exceeded those of the corresponding 
period of 1940 by 25%. Die-hard 
Congressmen in many instances have 
successfully fought for their own 
local projects, even though they be 
of a peacetime nature, with the 
result that there is likely to be only 
a minor letdown in the general field 
of public works this year. Inci- 
dentally interesting along these lines 
is the fact that the Federal Works 
Agency is working out a six-year 
schedule of public works, for which 
there would be an expenditure of 
$4,000,000,000 to  $5,000,000,000 
yearly, but these would not begin un- 
til after the defense stimulus recedes. 

Among the various individual 
lines, the cement industry appears in 
the best position in years, with ship- 
ments likely to run not far from 





160,000,000 barrels, a rise of more 
than 20% over 1940. Cutting off 
of foreign imports have helped com- 
panies in this industry, while prices 
have held at profitable levels. The 
rapid spread of defense highways is, 
of course, stimulating and is expected 
to gain further headway in the 
future. Plumbing and heating equip- 
ment, roofing, lumber, gypsum, glass 
and paint lines likewise are doing 
better, but the prospective shrinkage 
in non-defense residential construc- 
tion would substantially cut activity 
in these divisions. 

Relatively, the biggest beneficiar- 
ies in the entire building group will 
be the marginal construction lines, 
which for years have had meager 
fare but now are inundated with 
business virtually regardless of ex- 
pense. Profits are practically as- 
sured by labor escalator clauses, 
which cover unforeseen added wage 
costs that might be involved, or with 
cost-plus-fixed-fee contracts, which 
protect the company against any 
new cost contingency. Earlier this 
year, Army officials beat down an 
attempt in Washington to change the 
cost-plus-fixed-fee basis of making 
Army awards. Builders and con- 
tractors doing uncertain work, in- 
cluding such activity as dredging 
and military base construction, are 
virtually sure-shot profit makers and 
naturally welcome the arrangement. 

Again, price controls, high and 
rising labor costs and the likelihood 
of increased Federal normal income 
taxes and excess profits taxes, de- 
tract from the earnings outlook. The 
squeeze may be so severe in some 
instances as to make for unfavorable 
comparisons of earnings and divi- 
dends with 1940, but, as indicated 
in the tabulation, many companies 
in this group will show larger earn- 
ings and will pay a little more in 
dividends this year than in 1940. 
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@ege e e e 
is Position of Leading Building Stocks 
EARNED PER SHARE Estimated Div. Inv. & 
1935-39 Latest Interim 1941 Paid to Market 
Company Average 1940 1940 1941 Earnings Date Rating COMMENT 
tAlpha Port. Cement. . $0.59 $1.44 $1.04(12) $1.70(12) $1.50-$1.85 $0.75 C-1 Rising military and civilian demand for cement imoroves 
(6) (6) earnings; strong financial condition indicates larger dividends, 
Amer. Encaustic Tiling. 0.14 0.21 0.02(3) 0.04(3) NE ae D-1 Smali earnings improvement indicated, but RFC loans will 
prevent early consideration of dividends. 
Amer. Radiator... . . 0.38 0.70 0.14(6) 0.31(6) 0.75-1.00 0.30 C-1 Despite possible later curtailment of home building, earnings 
increase is likely this year) dividend prospect stable. 
Armstrong Cork....... 2.93 2.79 NF NF 3.00-3.25 1.00 c-1 Household lines boom and the company also is obtaining de- 
fense contracts; at least the $2 div. rate will be maintained 
f more NR Scere 0o sna we 01.19 0.96 d0.30(6) 1.07(6) 1.75-2.25 0.875 D-1 Rate of earnings gains will be slowed by higher costs and 
Ing off taxes, but favorable comparison with 1940 is certain; small 
" ool dividend increase possible. 
Dri Certainteed Products.... d0.60 0.28 0.06(3) 0.05(3) 0.25-0.50 Sete D-2 Relatively unimpressive comparison with last year likely, 
| Th, ee heavy preferred arrears precludecommon dividend payments, 
s P 
. ” Congoleum-Nairn.... .. 1.72 1.30 0.61(6) 0.94(6) 1.50-2.00 0.75 C-1 Floor covering demand, both for new houses and replace- 
ays 1s, ment, is close to record; small year-end extra likely. 
pected ornare ; 1.42 1.78 NF NF 2.00-2.50 ae C-1 Building equipment in strong sales uptrend, with demand 
n the from shipbuilding industry likewise excellent, dividend 
; payment likely. 
equip- F aa 
| {Devoe &Raynolds“A" N2.39 1.16 d0.89(6) 1.83(6) 2.75-3.50 0.75 C-1 Though costs rise sharply, paint sales boom and noteworthy 
5 Slass y earnings rise expected; larger div. payment in prospect. 
doi 
oing OE ee ere 4.74 2.10 0.92(6) 1.45(6) 2.00-2.50 0.50 C-1 Company benefits from defense housin uirements, as 
inkage well as large residential demand; dividend outlook stable. 
istruc- felen(G. A;)......¢.. d5.60 10.77 NF NF NE eis D-1 Contracting and construction company is in midst of high 
t ivity prosperity, substantial dividend payment is likely this year. 
General Bronze....... do.11 0.46 NF NF 0.70-1.00 cee D-1 A t orders improve earnings outlook but bank loans 
ficiar- and expansion plans impair the dividend prospect. 
p will Holland Furnace....... 2.68 3.59 0.58(6) 1.03(6) 3.00-4.00 1.00 B-1 With public buying power at an all-time high, company's 
li se sales are at record; small dividend increase is anticipated. 
nes. i 
é Johns-Manville........ 3.69 6.35 1.93(6) 3.35(6) 6.50-7.50 1.50  B-1 Though later potential curtailment of residential building 
eager would affect earnings, current situation is favorable, with 
with higher dividends possible. 
f ex- Lehigh Portland Cement 1.56 2.41 2.58(12) 3.32(12) 2.75-3.50 1.12% C-1 Further rise in cement demand indicated, larger earnings will 
, (6) (6) permit a small advance in dividend disbursements. 
uses tLone Star Cement..... 2.88 3.57 1.42(6) 2.04(6) 3.00-4.00 1.50 C-1 One of the strongest companies in cement field; improved 
: earnings and excellent financial condition point to slightly 
wage larger dividends. 
with Masonite.......... .. Ag?.23 2.91 1.48(9) 2.06(9) 3.00-3.75 0.75 C-1 Defense program absorbs several of company’s products; 
Thi h small advance in earnings and approximately unchanged 
yc. pe ee in 2 p alt 
an : 
y Minn.-Honeywell. .... 3.34 3.87 0.87(6) 1.67(6) 3.75-4.50 1.50 C-1 = Tax vulnerability prevents large earnings gain, though sales 
this are booming; dividends likely to total at least $3 this year. 
1 an National Gypsum. . 54 1.03 0.37(6) 0.41(6) 1.00-1.25 sree C-1 —_ Deceleration of civilian home building would hurt earnin: 
> the trend, but immediate prospects for earings and a small 
ki as Paha dividend are good. 
in ; 7 
8 Otis Elevator. ; : 0.94 1.19 0.79(6) 0.64(6) 1.00-1.25 0.40 C-1 Besides elevators, products now include machine tools and 
con- other armament-needed products; earings and dividend 
in- _—_ er ee ee eS _ outlook favorable. 
zing Paraffine Cos. Je3.64 3.40 2.62(9) 2.00(9} =—-2.75-3.00 1.00 C-1 Heavyconstruction activity on the Pacific Coast aids earnings, 
are ae = c which are now in uptrend; little change in dividends likely. 
and Penn-Dixie Cement d2.40 d0.43 d0.66(12) 0.52(12) 0.45-0.75 ieee D-1 Though sharply advanced costs shrink profit margins, con- 
, (6) (6) siderably higher earnings and larger payments against pfd. 
ent. meas zz, ee arrears anticipated. 
and iRuberoid..... : 1.61 2.02 0.46(6) 1.47(6) 2.50-3.25 0.50 C-1 Subject to later curtailment of home building, earnings pros- 
sod —— ee kee ee eee 15 pect is promising; generous dividend continuation likely. 
me iSherwin-Williams...... Ag4.92 6.57 NF NF NE 3.00  C-1 World's largest paint company benefitting from heavy in- 
dustrial, defense and civilian d d; may i divs. 
de- a ae a moderately. 
‘he Thompson-Starrett..... Ap d0.51 d0.02 NF NF NE Deere D-1 Armament program likely to produce substantial business for 
me —_—_ ee le this company, but recapitalization still is discussed. 
ble U.S. Gypsum... 3.95 5.44 2.10(6) 2.46(6) 5.50-6.50 1.00 B-1 High operating costs and vulnerability of this comoany to ex- 
: cess profits tax prevent large earnings rise; div. prospect 
V1- i eth oe os stable. 
ed Yale & Towne......... 1.69 2.90 0.81(6) 1.97(6) 3.00-4.00 0.60 C-1 Company’s heavier lines in particular are stimulated by de- 
1es fense program, both earnings and divs. likely to show mod- 
== erate increases. 
‘n- = wane = mene 
‘ O—Fiscal year ends October. t—Recommended for income and potential iation. *—R ded f lical iation. NF—Not ilable. 
m N—Year ends November. Ag—Year ends August. S~Sekda le Weas cad S June. he~aae aaae Mapa 12/612 aon cna ae 30. ebieeibiena 
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Taxes Hit 


Liquor Industry 


Higher Corporate and Excise 
Taxes Will Bring Moderate De- 


cline in Earnings and Dividends 











Orne of the most prominent 
of all “tax-casualty” industries 


e0or WHISKY 





a PRODUCTION 





is the alcoholic beverage trade. 
Not only will the industry’s 
earnings be unfavorably af- 
fected by coming increases in 
Federal normal income taxes 
and excess profits taxes, but it 
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TAX PAID 
WITHDRAWALS 
Century Distilling Co. 





must also contend with the cur- 
rently materializing rises in 
excise taxes. These may be so 
large that the industry will not 200 
find it feasible to pass the in- 100 
creases along in their entirety 0 
to consumers, with the conse- 
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quence of additionally shrink- 
ing distillers’ profits. 

Treasury proposals indicate a 33 1/3 per cent rise in 
the Federal excise tax on distilled spirits. This would 
bring the Federal impost to $4 a proof gallon, from the 
current $3 a proof gallon, and would represent a 100 per 
cent increase since 1935. It is true that the tax per proof 
gallon went to $6.40 during the World War period, but 
whereas it was practically the sole tax then, it is only 
one of several now. Most states tax liquor at present, 
and are casting longing eyes at the industry as a source 
of further tax income. 

Some state rates are higher than others, but on the 
average they approximate 33 per cent of the Federal 
tax, and thus increase the tax burden to an average of 
$3.98 a gallon for state and Federal, after which addi- 
tional taxing agencies get a cut. In the past, most or all 
of the increased excise taxes have been passed on to the 
consumer, but, as previously mentioned, this practice 
may not be so general at the present time. Many buyers 
will continue to buy their favorite brands regardless of 
higher prices, but a greater number will buy less choice 
whiskies at prices they have been accustomed to pay. 
In any event, the illegal distillers will push ahead on a 
substantial scale, since they pay no taxes, and can easily 
undersell any legal dispenser. The virile comeback of 


the bootlegger is a real source of worry to the industry 
as set up legally. 

In anticipation of higher raw material, barrel, labor 
and other costs, distillers have been building up stocks 
sharply, with total spirits in bonded warehouses at an 
all-time peak. Many of these whiskies, too, may be sold 
in more profitable bottle sizes, or a change of proof under- 
taken. Lowering of proof depends to some extent on 
whether or not any change in the rectifiers’ tax of 30 cents 
a gallon will be made. In any event, with public pur- 
chasing power at record-breaking levels and certain in- 
creases in prices ahead because of assured higher excise 
taxes, the industry may reasonably expect a tremendous 
rush to accumulate liquors before higher prices go into 
effect. The near-term outlook thus clearly points to a 
new record in sales. 

Retailers this year may move more slowly in accumu- 
lating stocks than they did last year, when they built up 
inventories in anticipation of excise tax increases, since 
they were caught in 1940 with the necessity of having 
to pay floor taxes on their stocks. This brought on 
some of the famous price wars and frantic efforts for 
quick liquidation by retailers. Retail price wars are a 
chronic ailment of the liquor industry, reminiscent 
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| of the terrific cigarette price wars of 
| afew years ago. This Fall and Win- 
ter these price wars may lessen in 
| intensity. 
| part from the fact that supplies of 
| certain types of whisky, which con- 
stitute the bulk of sales, are dimin- 








This is explainable in 


ishing rapidly, and there probably 
will be a scarcity of popular four- 
year-old whiskies late in 1941 or early 
in 1942. Basically, however, price 
troubles in the industry are simply 
a matter of cut-throat competition 
among the retailers. 

The sales decline which usually 
follows periods of abnormal buying 
may be lessened this year by prepara- 
tions for holiday and year-end busi- 
ness. It is a fact that consumers 
take, in the five weeks between 
Thanksgiving and Christmas, as 
much as 20 per cent of the aggregate 
year’s volume. 

Aside from direct tax increases, 
the armament program is creating 
other types of difficulties for the 
alcoholic beverage industry. Troubles 
are being encountered in obtaining 
needed metal, and even plastic, 
closures, and, of course, cork. Steel 
hoops are hard to secure, and long 
waits are necessary even for wooden 
barrels. Reduced production defi- 
nitely is in the offing and smaller 
factors in the industry are finding it 
increasingly troublesome to secure 
stocks, as the larger units are hang- 
ing onto their inventories. Then, 
too, some blenders who need grain 
neutral spirits find themselves com- 
peting in this respect with producers 


of smokeless powder and similar 
types of munitions. Disappearance 
of such imports as juniper berries 
and angelica root place a burden on 
gin and related drink producers. 

The net conclusion regarding the 
alcoholic liquor industry is that con- 
sumption over, say, the next 12 
months should show a volume rise 
of at least 10 per cent over that of 
the preceding 12 months, even with 
higher prices. For the industry in 
sum total, however, it is doubtful 
if this rise will be large enough 
to counterbalance higher operating 
costs and taxes. Earnings are likely 
to decline, but not greatly on the 
whole so long as public buying power 
continues to expand. Meanwhile, 
with so much money tied up in in- 
ventories (now at peaks) and profits 
smaller, some companies may be con- 
strained to pay somewhat smaller 
dividends. 

Prospects for the brewing industry 
run generally along similar lines to 
those of the hard liquer trade, but 
may be considered a bit more favor- 
able, since beer is traditionally the 
drink of the factory worker and will 
particularly feel the beneficial effects 
of the jump in spending by the 
masses. Excise taxes in this instance, 
too, will be advanced, but this may 
be proportionately less than on soft 
drinks and alcoholic liquors, repre- 
senting the principal competition. 
Whatever improvement in beer con- 
sumption takes place, however, may 
not be large, but the gradual down- 
trend since October, 1939, seems 


very likely to be reversed. 

Favored for some years by advan- 
tageous raw material prices, the 
brewing industry is likely to lose 
these benefits over the intermediate 
term. Malt prices, in response to 
the encouragement extended to lift 
quotations for farm commodities, 
are on the rise, and will add to oper- 
ating costs, as will increased costs 
for other materials and labor. Trou- 
bles will be incurred in attempting 
to pass along higher excise taxes 
(proposed at $7 a barrel, vs. current 
$6 a barrel) to the consumer, be- 
cause of resistance at the retail end 
to irregular prices. The traditional 
nickel or dime for a glass of beer has 
withstood the ups and downs of more 
than a century without changing. 

The “out” to this problem is, of 
course, changing the size of con- 
tainers, but aside from this the in- 
dustry is making progress in pro- 
moting packaged beer, which now 
has reached the point of surpassing 
bulk beer sales, for the first time in 
the history of the industry. Profit 
margins are considerably larger on 
the packaged product than on the 
bulk product. Meanwhile, competi- 
tion within the industry is still rising, 
necessitating large promotional ex- 
penditures to maintain trade posi- 
tion. This factor will, of course, 
tend to cut profit margins. In sum, 
the results of various brewers will 
differ widely, but the industry’s 
earnings and dividend totals over 
coming months may show moderate 
declines. 





Position of Leading Liquor Stocks 
































EARNED PER ag pont a BL ey a 
1935-39 test Interi aid to Market 
Company Average 1940 yy onion ergot Earnings Date Rating COMMENT 
Angostura-W, $0.33 $0.17 NF NF NE awa D-2 Improved public purchasing power points to increased de- 
mand and a moderate ad in dividend payments. 
Austin, Nichols. ..... i ; d1.15A ee: D-2 Deficit operations and large arrears on the preferred prevent 
alae oe _ - saad couldeuiien of dividend payments on common stock. 
Dist. Corp.-Seagrams.... Jy3.69 5.08 3.63(9) 1.90(9) 2.50-3.00 1.11 C-3 Rising costs and taxes squeeze profit margins sharply, 
further declines would jeopardize full dividend continuation. 
National_Distillers...... i 7 x z x 2.25-2.75 1.50 C-3 Profit margins would probably grow even narrower If cur- 
mail _ _ aia eae . perf ym ~ taxes go into 7 little change in divs. 
anticipated during near future. 
Schenley Dist......... a a 2.92(9 3.00-4.90 0.50 C-1 Increased operating costs and rising tax burden may cause 
neeatiens —— — al ” poten of current upward earnings rend, further dividend 
payments likely. 
H. Walker-G. & W..... Ag6.81 7.60 5.39(9) 5.95(9) 7.00-8.00 3.00 C-2 Despite mounting taxes, earnings are likely to compare well 


with those of 1940, with generous dividends maintained. 








Ap—Year ends April. Ag—Year ends August. Jy—Year ends July. 


A—Actual. 


NF—Not available. 


NE—No estimate, 
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Reeord Steel Demand in Prospect 


But Scrap Shortages, High Operating Costs 


And Taxes 


lieu the impetus of mounting 
demand for armaments and the rush 
by civilians to acquire steel, pro- 
duction has been at practical capac- 
ity throughout the year to date. In 
fact many individual steel compa- 
nies have been operating at or above 
their respective rated capacities dur- 
ing the first four months of 1941, 
reflecting the conservative methods 
used by the American Iron and Steel 
Institute in reporting steel capacity. 
Rated capacity of the steel industry 
is the sum total of the maximum out- 
put in recent years of each furnace 
in the industry, less a deduction aver- 
aging about 11 per cent to allow for 
time lost in shut-downs for repairs. 
By speeding up the repairs and re- 
ducing the length of the shut-downs, 
steel companies can thus produce 
more than their rated capacity in- 
dicates. 

Though the demand for steel will 
continue excellent in the booming 
armament economy, production very 
likely will not be maintained at the 
high production rate of recent 
months, reflecting shortages of scrap 
metal. Steel industry leaders main- 
tain that it is pointless to expand 
facilities, in line with Government 
pressure for a 10,000,000-ton rise in 
ingot capacity, until the scrap prob- 
lem has been solved. One prominent 
steel official recently went so far as 
to claim that the necessity for scrap 
steel is even more urgent than that 
for scrap aluminum, one of the ac- 
knowledged bottlenecks of the de- 
fense program. 

Despite these considerations, cur- 
rent expansion plans exceed even 
this figure. In fact, expansion of the 
steel industry’s annual ingot ca- 
pacity by more than 12,000,000 tons 
(current capacity is about 85,000,000 
tons annually), is considered in pro- 
posals turned in so far by the indus- 
try to the O P M. It is possible that 
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Moderate Earnings 


the final proposed additions will 
exceed this figure by a substantial 
margin, in that quite a number of 
leading companies still are in the 
process of preparing their programs, 
in response to circularization by the 
OPM. 

Steel, of course, will continue to be 





but 
with all surplus scrap consumed and 
incoming supplies tight, it is doubt- 
ful if output in the second half of 
this year, for example, will be as 
large as it was in the first half of 


produced in huge quantities, 


1941. Reflecting this consideration, 
but more particularly the growing 
needs of the defense program, the 
O PM recently imposed full priority 
control over steel in all forms, in- 
cluding alloy steel. Meanwhile, with 
no increase in volume to anticipate, 
the steel companies are being heavily 
squeezed by advancing material 
costs, higher wages and taxes. 

Not only are ore, limestone, scrap 
and coal prices rising, but total pay- 
rolls distributed to employees of the 
steel industry now are at the rate of 
approximately $1,300,000,000 a year, 
representing the highest level in the 
history of the industry. Like the 





Outlook 


camel which’ gradually pushed 
further into the mythical tent, steel 
labor has become steadily more ab- 
sorptive. The April, 1941, wage in- 
ceases added from $125,000,000 to 
$150,000,000 to the industry’s pay- 
roll. In fact, as compared with the 
average of 65.4 cents an hour re- 
ceived in 1929, steel workers are re- 
ceiving about 50 per cent more, 
whereas prices of finished steel prod- 
ucts have increased only 2.4 per cent 
since 1929. 

The threat of higher taxes is be- 
coming an old story, not only for 
this industry but also numerous 
others. The steel industry, with its 
large invested capital base, however, 
is better situated as to excess profits 
taxes than many other industries. 
Provisions for taxes, nevertheless, 
have broadly distorted a number of 
quarterly earnings statements, be- 
cause of varying proportions pro- 
vided for in the last two quarters. 
Among the outstanding examples of 
this situation are the Bethlehem Steel 
reports, which showed progressively 
lower earnings for the two past quar- 
ters, and in the instance of the sec- 
ond quarter smaller income than in 
the similar period of 1940. 

With all the benefits of capacity 
operation and the likely passing 
along of some of the increased costs 
into higher prices for the finished 
product, the steel industry as a whole 
should exceed last year’s income in 
1941 by a small margin. Individual 
experiences will vary substantially, 
as indicated in estimates made in the 
accompanying — statistical-and-com- 
ment tabulation, while several of the 
borderline companies will reach a 
point of making the first, or largest, 
dividend payments since the peak of 
the post-World-War boom.  Divi- 
dend disbursements by the industry 
generally this year are likely to 
exceed those of 1940. 
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Position of Leading Steel Stocks 
































































































































EARNED PER SHARE Estimated Div. Inv. & 
1935-39 Latest Interim 194 Paid to Market 
Company Average 1940 1941 Earnings Date Rating COMMENT 

Acme Steel........... $4.93 $6.43 $3.19(6) $5.74(6) 8.00-10.00 $2.00 B-1 In spite of large capital expenditures for 1941, dividend dis- 
bursements this year will exceed those of 1940. 

tAllegheny Ludlum... . 1.19 2.78 1.48(6) 3.22(6) 4.00-6.00 1.00 B-1 Continued impressive prospect for alloy and specialty steels 
points to larger eamings and dividends this year over last 
year's relatively favorable totals. 

Amer. Roll. Mill... ... 1.32 1.96 0.37(6) 1.97(6) 3.00-4.00 0.70 C-1 Higher costs and taxes will slow down rate of earnings ge 
but both Dee and dividends will top those of 1940 
wide margin. 

Bethlehem Steel........ 2.82 14.04 6.10(6) 4.29(6) 12.00-14.00 3.00 B-1 Enormous reserves for taxes cause reduced earnings, but full- 
year showing still should approximate 1940; larger dividends 
anticipated. 

Byers (A. M.)......... S d2.39 0.97 0.26(9) 2.15(9) 2.00-3.00 D-1 Cash requirements for developing new electric steel produc- 
tion, as well as heavy pfd. arrears prevent payments on com- 
mon stock. 

Colo. Fuel & Iron... ... J 0.27 3.10 2.40(9) 2.31(9) 3.00-3.50 0.75 c-1 Higher wages and taxes are tending to absorb increased 
gross, but small dividends are likely. to continue over the 
intermediate future. 

Continental Steel....... 3.07 3.23 1.43(6) 2.85(6) 3.50-4.50 0.50 C-1 nennet dividends expected as earnings rise, partly as a re- 

substantia’ in p g power of 
pos i areas cael 

*Crucible Steel........ 0.41 10.24 2.20(6) 4.69(6) 11.00-13.00 C-1 Normally a marginal producer, company is reaping the bene- 
fits of > ‘an operation; common divs. should not be long 
delay 

Gen. Refractories....... 2.14 2.46 0.77(6) 1.26(6) 2.00-2.75 0.90 C-1 Though profits will tend to shrink in second half, under pres- 
sure of increased operating costs and taxes full-year earnings 
will be impressive and dividends higher than last year. 

Granite City Steel...... 0.79 0.82 0.13(6) 0.31(6) 0.75-1.25 C-1 Despite improved earnings, large dividends are unlikely be- 
cause of the restraining influence of serial bank loans. 

Harbison-Walker....... 1.49 1.72 0.62(6) 1.20(6) 1.75-2.50 1.125 C-1 Demand for refractory bricks likely to continue on boom 
basis, judging from steel prospect; smaller profit margin, 
but 1941 earnings and dividends above 1940 anticipated. 

Inland Steel........... 6.60 8.87 3.64(6) 6.08(6) 8.00-10.06 2.00 B-1 Earnings record characterized by greater stability than aver- 
age; little change in dividends anticipated 

Interlake Iron Corp. 0.10 0.41 d0.13(6) 0.65(6) 1.00-.150 0.25 D-1 Sharp earnings rebound of this marginal company will permit 
further small dividend payments over the intermediate term. 

*Jones & Laughlin d5.13 10.70 2.12(6) 10.49(6) 13.00-16.00 C-1 This is another borderline steel company benefitting from 
the efficiencies of capacity operation; with recapitalization 
approved, common dividends likely. 

Keystone Steel & Wire... 1.40 1.87 NF NF mar nry. 0.50 C-1 Zine shortage tends to curtail activity in some galvanized 
lines, but profit and dividend outlook continue favorable. 

National Steel......... 5.58 6.83 3.18(6) 4.42(6) 7.00-9.00 1.50 B-1 Conservative steel company with imoressive long term earn- 

ings record; likely to pay larger divs. this year than in 1940. 
oe 0.37 aie 04 d0.81(6) 0.77(6) 1.00-1.50 C-1 Earnings comparison with last year's deficit operations will 
be good, but preferred arrears block div. payments on the 

common. 

Page-Hersey Tubes..... 4.91 5.41 NF NF NE 3. 15 C-1 Heavy industrial boom aids earnings; prospects continue 
to justify maintenance of liberal dividends. 

{Republic Steel... 0.60 3.30 0.90(6) 2.22(6) 3.50-4.50 1.00 C-1 Following the clearing of obstacles to common dividend 
payments earlier this year, substantial further payments are 

ae likely. 

Sheron Steel eaeay 1.47 2.65 0.61(6) 1.69(6) 3.00-4.00 0.50 C-1 Higher labor and material costs cutting profit margin, but 
earnings outlook good; divs. will continue conservative to 

=e enable serial note retirement. 

Superior Steel... ...... 1.09 3.08 1.02(6) 4.17(6) 5.00-7.00 C-1 Alloy, stainless strip an other divisions have favorable pros- 
pect, but debt payments and bond restrictions prevent near- 

a term dividends. 

tU. S. Pipe & Fdry. 2.60 3.45 1.13(6) 2.61(6) 4.50-5.50 1.00 B-1 New pipe lines should improve sales; maintenance of divi- 
dends at least at the 1940 rate likely. 

UL! S. Steel. Perakers 1.24 8.84 2.72(6) 5.60(6) 9.00-11.00 2.00 B-1 Exceptionally conservative tax allowances prevent heavy 
gains in earnings, but both earnings and dividend prospects 

& are bright. 

Warren Foundry........ 2.25 3.88 NF NF NE 1. 50 C-1 Projected pipe o tee expansion, as well as general high rate 
of operations in construction _industry points to slightly 

; improved and dividend 

Wheeling Steel........ 2.90 6.53 1.24(6) 6. 60(6) 7.00-9.00 0.25 C-1 Small dividends this year, representing the First ler this stock, 

ze are likely to be aug d by | payments. 

Woodward Iron... .. 1.90 4.27 2.77(6) 2.76(6) 2 50-4 4.50 0.50 C-1 With | bond refunding program out of the way, recent earn- 
ings good and prospects favorable (despite narrowing profit 
margins), small dividend increase is likely. 

| Youngstown S. & T. 3.23 5.96 1.20(6) 5.33(6) 7.00-9.00 1.25 C-1 °Government-backed expansion of pipe lines should aid 


*. i eainioiaeadinll os cyclical ap sociation. 
NF—Not available. spe 


d—Deficit. 


t—Recommended for income ead potential appreciation. 


NE—No estimate. 


earnings considerably; dividends likely to be increased 
paaneseantacatel over the intermediate term. 








S—Year ends September. J—Year are June. 
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Gasoline Shortage 


Thus far the 7 o’clock curfew on 
gasoline sales along the Atlantic sea- 
board has had little effect in curbing 
consumption by private motorists. 
Deliveries to service stations have 
been reduced 10 per cent, resulting 
in cutting supplies for pleasure driv- 
ing about 20 per cent. There are, 
however, a number of mitigating 
factors which may make actual ra- 
tioning unnecessary. First of all, the 
immediate results of the curfew plan 
are not a fair test of its effectiveness. 
It was initiated at a time when vaca- 
tion travel was at its peak. Hot 
weather further increased the week- 
end motor traffic as countless mil- 
lions sped to beaches, lakes, golf 
courses and other places of cool 


Deliveries of military aircraft in July totaled 1,460 planes compared with 1,476 in 


For Profit and Income 





recreation. This type of traffic will 
decline rapidly after Labor Day. 
Another thing which has undoubt- 
edly been responsible for ineffective- 
ness of the curfew plan has been the 
failure of officials charged with the 
responsibility of administering con- 
servation measures to adequately 
explain the whys and wherefores of 
the gasoline shortage. The aver- 
age motorist, remembering that 
only a year ago there was more gaso- 
line than would be needed for many 
months, wonders why he is now re- 
quired to curtail his principal pleas- 
ure. Nevertheless, it is a reasonable 
assumption that the cooperation of 
the motoring public would have been 
more prompt had it been told that 
it was a shortage of tankers, not 
gasoline, which made it necessary to 


June. But output is being rapidly stepped up as attested by the above scene at 
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the Douglas Aircraft plant in Santa Monica, Cal. 

















take conservation steps. It would 
also have helped if it had been ex- 
plained that the situation is largely 
a temporary one, with the chances 
good that it would be substantially 
alleviated by next summer when new 
oil transportation facilities would be 
made available. With the fall and 
winter months coming on and with 
the aid of better publicity, voluntary 
conservation of gasoline and fuel oil 
may still achieve a considerable 
measure of success. 


An Attractive Preferred 


Chicago Pneumatic Tool $3 con- 
vertible preferred stock, recently 
quoted at 41-42, would seem to have 
considerable appeal among semi- 
investment issues. The company’s 
report for the first six months of the 
current year revealed an increase of 
more than 100 per cent in earnings 
for the common stock, net of $1,- 
212,069 having been equal to $2.56 
a share of common, after preferred 
dividends. In the same period last 
year net totaled $767,926 and per- 
share earnings of the common were 
$1.23. In addition to 335,320 shares 
of common stock, company’s capi- 
talization consists of 65,529 shares 
of $2.50 prior preferred stock and 
181,135 shares of $3 convertible pre- 
ferred. After payment of dividends 
on the $2.50 preferred, earnings 
available for dividends on the $3 
issue in the first half of this year were 
equal to about $6 a share, or twice 
the amount of the full year’s divi- 
dend. For all of 1940 earnings avail- 
able for dividends on the $3 pre- 
ferred were equal to $8.57 a. share. 
It is noteworthy that the company’s 
current earnings are computed after 
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full allowance for federal income and 
excess profits taxes based on the 
higher rates now proposed. The 
company is one of the foremost man- 
ufacturers of electrically and pneu- 
matically operated riveting equip- 
ment and other portable tools. 
Demand from aircraft and shipbuild- 
ing industries has been particularly 
heavy and unfilled orders are large. 
Prospects favor further expansion in 
earnings over the months ahead. 
The $3 preferred shares are convert- 
ible into 11/3 shares of common 
stock, and while this feature is not 
valuable at the present time, the 
shares offer a generous yield and pos- 
sibilities for at least moderate price 
appreciation. 


So They Say 


Demand for all types of farm 
equipment is attaining boom propor- 
tions. Manufacturers have top civ- 
ilian priority ratings. . . . Plans are 
being made for a huge expansion in 
nylon production. . . . Adams-Millis, 
leading manufacturer of inexpensive 
rayon and cotton hosiery, may cash 
in on shortage of silk. . . . Shares of 
leading finance companies, Commer- 
cial Credit and Commercial Invest- 
ment Trust, look oversold. . . . Pos- 
sible effects of restricted installment 
purchases may be less drastic than 
anticipated. . . . Cost of living may 
rise 5 per cent before the year-end. 
... Net income of Socony-Vacuum 
oil in the first six months is esti- 
mated at $18,000,000 against $22,- 
000,000 a year ago. . . . Superior 
market performance of sulphur 
stocks during recent sell-off reflects 
excellent current earnings promise. 
.. . Second grade rail bonds look 
cheap by contrast with prices for 
many railroad common stocks. Pos- 
sible reason: steady pressure of insti- 
tutional selling. . . . Shoe production 
in July was the largest on record for 
that month. .. . Brokers report con- 
siderable switching from Bethlehem 
Steel to U. S. Steel. . . . Chemical 
issues appear to be regaining some of 
their former investment popularity, 
lost in the first year of the war... . 
Air travel continues to set new rec- 
ords but operators are worried over 
possible retroactive reduction in 
mail pay. 
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Selected Dividend-Paying Common Stocks 


Earned 

Per Share 

1st 6 Mos. 
Issue 1941 
eee 1.31 
MN 6 55 o's ore 0 he be paerecks 1.50 
American Chicle.............. a 4.15 

Bendix Aviation....... PP ead ne ey ar 4.52(a) 
Caterpillar Tractor... . . oe on ; 2.28 
Climax Molybdenum.......... ; ; 1.57 
Com Products.............. 1.59 
General Telephone. . 1.65 
General Foods........ Be ee 1.37 
Lone Star Cement... WAN 2.04 
Melville Shoe........... ae 1.38 
Phillips Petroleum. . . 1.85 
Safeway Stores... . 2.84 
Texas Corp........ ‘ 2.15 
Texas Gulf Sulphur pees 1.24 
Victor Chemical... earnest : : 99 





(a)—Nine mos. to June 30. 


*—Including extras. 


Earned 
Per Share 
1st 6 Mos. Divi- Recent 

1940 dend Price Yield 
1.29 2.00* 54 3.70 
1.14 2.00* 41 4.88 
4.36 6.50* 109 5.96 
2.71(a) 4.00 37 10.80 
1.86 2.00 48 4.17 
1.37 2.20 ai 5.36 
1.40 3.00 50 6.00 
1.33 1.60 22 7.27 
1.33 2.00 39 5.10 
1.42 3.00 aa 6.82 
1.29 2.00 30 6.66 
1.43 2.00 44 4.55 

* 2.35 3.00 44 6.82 
2.40 2.00 42 4.76 
1.17 2.00 38 5.26 
-70 1.40* 25 5.60 





Phillips Petroleum 


There is a strong possibility that 
earnings of Phillips Petroleum this 
year will exceed $4 a share. The 
company’s showing in the first six 
months was one of the best in the 
industry. Net was equal to $1.85 a 
share for the stock, a marked im- 
provement over the $1.43 a share in 
the same period a year ago. On this 
basis, the showing for the full year 
promises to be considerably better 
than 1940 when the shares earned 
$2.61. The results achieved by Phil- 
lips this year are the more note- 
worthy because the majority of oil 
companies counted themselves for- 
tunate if they were able to show only 
a modest improvement over last 
year’s results; earnings of some were 
lower than a year ago. The com- 
pany’s production of crude is in ex- 
cess of refinery requirements, with 
the result that profits had the com- 
bined benefit of both higher crude 
and refined prices this year. Crude 
prices were advanced in both April 
and May, a condition which augurs 
well for results in the final six 
months. Both sales and profits 
promise to be sustained at a high 
level, inasmuch as the company’s 
service territory is largely in the 
middle west and will not be subject 
to conservation measures. All in all, 
there is a good possibility that the 
present $2 dividend will be aug- 
mented by a year-end extra. 


United Drug 5's 1953 


In the July 12 issue, attention was 
called to the United Drug 5’s 1953 
as an attractive bond medium for 
investors whose requirements did 
not stress the highest grade securi- 
ties. The company’s report for the 
first half of 1941, recently issued, re- 
vealed a sharp improvement in earn- 
ings. Profits this year after inter- 
est, depreciation and taxes totaled 
$518,637 compared with a loss of 
$26,141 in the same period last year. 
The bonds continue to sell around 88 
at which levels they afford a current 
yield of about 5.7 per cent. 


Phillip Morris 


Figures recently released indicate 
that Phillip Morris continues to 
make impressive competitive strides. 
According to reports the company 
produced 1,600,000,000 cigarettes in 
June. This was a gain of 40 per cent 
over the company’s output in June, 
1940. As a measure of the extent to 
which the company has expanded its 
sales at the expense of rival manu- 
facturers, it is to be noted that the 
total output of cigarettes by the en- 
tire industry in June increased only 
5 per cent over that for June a year 
ago, according to the figures of the 
Bureau of Internal Revenue. Phillip 


‘Morris accounted for about 50 per 


cent of the total over-all increase. 
These increases will go a long way 
toward enabling the company to ab- 
sorb the higher taxes in prospect. 


525 











American Car and Foundry 


Again in the Money 





Armament Orders Boost Backlog 


BY GEORGE W. MATHIS 


— defense program orders are flowing in heavy 
volume into the books of leading companies in the prince- 
or-pauper railroad equipment industry, the outstanding 
company in this regard is American Car and Foundry. 
Losing no time in stealing a march on its competitors in 
the railway supply field, the company, on the entry of 
England into the war in 1939, renovated its Berwick, 
Pa., plant with an eye to armament business. This early 
preparation for defense work was due to the foresight 
of its President, Charles J. Hardy. After a considerable 
expenditure for re-equipping the factory for production 
of medium-weight, high-strength armor plate, the com- 
pany was set to go to town on one of the most vital 
instruments of modern warfare—the tank. 

The company’s unfilled orders at the beginning of its 
fiscal] year May 1, 1939, aggregated $2,500,000. Within 
one year they skyrocketed to $22,200,000 and by April 30 
had soared to $170,000,000. Of this aggregate, a large por- 
tion represented war-work contracts of various types, 
with the remainder comprising contracts of normal run. 
The original tank order for 329 units placed in the Fall 
of 1939 has since been supplemented to the extent that 
tank orders to date exceed 4,000 units. Over 1,000 
tanks have been delivered, with shipments increasing 
at an accelerated pace. Major part of the armament 
orders taken by American Car and Foundry are for the 
United States Government, including light tanks, armor 
plate, shell forgings and fuses, bridge pontoons, demoli- 
tion bombs and other equipment. It is understood that, 
additionally, American Car and Foun- 





of shells since the World War period are involved in the 
transaction. For contractual reasons, the American Car 
and Foundry Co. is obliged to disclose no information 
concerning British business, so that estimates must in- 
volve a considerable amount of conjecture. 


has not yet been felt by American Car and Foundry, but 
the company’s income statement for the fiscal year ended 
April 30, 1941, shows that the “prince” days of its 
cycle are at hand. Net income in this period equaled 
$5,161,130 after depreciation, amortization, Federal in- 
come taxes, etc., equal to $5.23 a share of common stock 
after providing fully for the 7% non-cumulative $100 par 
preferred, of which approximately 290,000 shares are 
outstanding. Remainder of the capitalization consists of 
599,400 shares of no par common stock. 


ber 31, 1940, is not so good as that indicated for the 
half year ended April 30, last, in which freight car 
deliveries 
sented a return to operations in the black even be- 
fore much reflection of either armament activity or the 
improvement of railroad equipment buying. 
nection with its statement, the company indicated 
excess profits tax payments of $67,000 as well as nor- 
mal taxes of $2,127,927. 
amortization for the period of the cost of increased facili- 
ties made necessary by the war orders. 





The full effect of the tidal wave of armament business 


The showing for the fiscal six months ended Octo- 


were large, but they nevertheless repre- 
In con- 
The company also charged 


Strong financial condition long has been an outstand- 





dry is prepared to turn out submarine 
chasers—all during its normal busi- 
ness of car building. 

Within the last several months (re- 
flecting anticipation of tool require- 
ments for defense contracts) , the com- 


to the British on an order of nearly i944 
$10,000,000, placed last year. Sub- 
sequently that order was augmented 


by a large amount of additional place- !9!8................. 


ments. The dollar value of the newer 1919 


orders is not available, but it is be- 
lieved that a record-breaking number 


World War Period 
pany began to deliver 9.2 inch shells 1915................. 


sedate $2,300,000 BID cia tcc tasnces eer ceees $8,500,000 
2,800,000 PR Oa ants dose Rhee 6,500,000 
ster 10,300,000 WOO ihe eieee a Rae eee 6,200,000 
11,200,000 BW yates eco Ra eincrratere tars sine 6,300,000 
Eaters 11,700,000 DU on ciiaene be ew ee ea be 6,100,000 
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ing characteristic of the company. In 
the past decade liquid position re- 
mained strong, in spite of a down- 
trend in working capital. The last 
balance sheet, however (as of April 30, 
1941), showed about a 4% rise in 
working capital over that of the pre- 
ceding year, reflecting the expanded 
business. The rise in inventories was 
particularly sharp, and at the present 
time the gains probably are even greater, 
since business is heavily over that of a 
year ago. The actual inventory figure 
as of April 30, 1941, was $22,503,842, a 
rise of about 240% over that of April 
30, 1940. Cash was listed at $10,464,221 
or about 25% greater than the total of 
the preceding annual report. However, 
it is possible that additional resort has 
been, or may be, made to bank loans, 
to help provide necessary funds for 
handling the huge amount of business 
on the company’s books. 

Cash approximated at the time about 
45% of current assets, which totaled 
$46,283,860. Current liabilities, including bank loans 
equal to $10,000,000, were carried at $25,882,101, giv- 
ing the company a current asset-current liability ratio 
of nearly two to one. Naturally the book value of 
a stock with the large plant possessed by American 
Car and Foundry would be large. At the end of the 
past fiscal year, buildings, machinery and equipment 
were listed at $71,802,746, and after the company’s 
reserve of $29,935,960 for depreciation, they were carried 
at $41,866,786. 

In addition to armament business (including tanks, 
submarine chasers, etc.) which is simply a matter of 
capacity operations for a long period ahead, American 
Car and Foundry is enjoying a boom in its regular rail- 
road equipment line. Earlier this year, for example, the 
Association of American Railroads stated that 100,000 
new freight cars would be required over the next 12 
months to handle increased traffic; expansion plans since 
then have grown far beyond this point. 

There can be little question that American Car and 
Foundry’s strong trade position and effective research 
stamp it as a major beneficiary of this current and pend- 
ing improvement. Perhaps the greatest potential ad- 


Courtesy a.c.f. 

























12-ton tanks are now rolling off a.c.f. assembly lines at a fast pace. 


lightweight designs, and a.c.f. has accomplished much in 
reducing weight without sacrificing strength or capacity, 
thereby effecting considerable saving in hauling costs. 

Among its more significant activities during the past 
fiscal year, American Car and Foundry designed and built 
freight equipment to fill heavy orders for cars of many 
different types. Use has been made extensively of 
the latest developments in metals and in methods— 
particularly the use of alloy steels and electric welding 
where it is desired to gain maximum strength with mini- 
mum weight. Advances in this type of construction, as 
worked out by the company, promise a great deal for the 
future, both technically and commercially, since today— 
as never before—the railroads of the country realize that 
one of their greatest opportunities for increased earnings 
comes through the use of new lightweight equipment 
which costs less to haul and requires smaller upkeep. 

Besides the general production of freight cars, sub- 
stantial numbers of covered hopper cars are being turned 
out by the company. This is the type of car originated 
by American Car and Foundry in 1911 and since devel- 
oped further. The cars as now developed are said to be 
so watertight and dustproof that bulk shipments of such 





vance in freight equipment lies in the development of commodities as cement, (Please turn to page 539) 

Foundry from War to War 

(Fiscal Years) 

Pre-Depression Period Major Depression Period Post-Depression Period 

A RIC OCP ene Sine $6,100,000 | (ae eae ae earn ae $1,406,000 PROG oat ated enuesmevmees D $582,000 

1927 ; 4,600,000 1932. D 2,857,000 G7... 1,210,000 

UL REO ROAR ER Cee 3,700,000 1933 D2,211,000 ~° 1938 753,000 

929... ‘ 8 ees 2,700,000 BPTI ecto eeu iene ee D 3,306,000 1939 D 1,663,000 

RRS ros cai svar pincgin) aie He ees 5,300,000 1935... D 1,968,000 1940 Hae) : me 
— Wert. 
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Six Low Priced Stocks 


Undervalued on Prospects 


Direct and Indirect Beneficiaries 


Of the Armament Boom 


By Tue MaGaZiIneE oF WALL STREET STAFF 


ELECTRIC BOAT COMPANY—Electric Boat Company 
is apparently the only private shipbuilding organization 
that is engaged in the construction of submersible war- 
ships. There are no restrictions on such construction due 
to patent situations but special skill is involved, to a 
large extent. Although the U. S. Government is willing 
to permit any reputable shipbuilder to bid on the con- 
struction of new submarines, apparently companies other 
than Electric Boat find the business too difficult or too 
unfamiliar, with the result that this company enjoys a 
tacit monopoly in the private construction of submarines. 
The largest proportion of the new undersea boats con- 
structed for the Navy are built in government yards but 
practically all of the remainder are constructed at 
Electric Boat’s Groton, Conn., yards. 

Electric Boat has other products that are in good 
demand by the Navy although in this instance, the 
business is not so exclusively the perquisite of the com- 
pany. As a builder of one of the best regarded line of 
motor powered pleasure and commercial craft, Electric 
Boat has had long experience in small boat building. 
This knowledge is now being utilized in the construction 
of high speed, gasoline engine powered torpedo boats 
and fast Diese] powered submarine-chasers. These boats 
are now being constructed in sizable numbers both for 
the U.S. Navy and the British Government. Military 
necessity prevents any disclosure as to the actual num- 
ber of such vessels under construction or delivered to 
date although the boats themselves may frequently be 
seen going through their paces in the waters adjacent 
to New York City. 

The production facilities of the company are extensive, 
the submarine plant is estimated to have an eventual 
capacity of one vessel per month and the small boat 
plant being eventually able to turn out a considerably 
greater number of vessels. The latter plant is located 
at Bayonne, N. J., and facilities both here and at Groton 
have recently been greatly increased. In addition to 
vessels, the company also makes a limited line of Diesel 
engines, air compressors and other equipment which 
finds commercial application during normal times and 


are all usable in naval construction. 

Despite the heavy defense business which has accrued 
during the past months, gross income has not shot up 
from very low to very high figures. This is mostly due 
to the fact that the yards have been busy for a number 
of years and more recently, gross income has been limited 
mostly by the actual production capacity of the com- 
pany’s equipment. Last year, for instance, gross income 
from operations was approximately $16,877,709 as com- 
pared with about $14,518,281 in 1939 and $11,518,251 in 
the year before that. No interim figures are released by 
the company although it is almost a certainty that the 
results of added facilities will be apparent this year and 
that gross income will again be moderately higher than 
a year ago. 

Earnings in 1940 were equivalent to $2.89 a common 
share on a net income of $2,174,607. This was approx- 
imately double that of 1939. Last year, higher income 
taxes took approximately $1 a common share from earn- 
ings and this year, the deduction will be somewhat 
larger. Nevertheless, it is quite probable that net income 
will again be substantially higher than in the previous 
year although it is unlikely that another 100 per cent 
increase will be experienced. The removal of previous 
profit limits entailed by the Vinson Act materially im- 
proves the earnings outlook. The company continues 
in a strong financial position and the current dividend 
rate may well be improved upon toward the close of the 
year. Currently selling at only about 5 times last year’s 
earnings and at a lesser ratio to this year’s probable 
results, the shares do net appear fully to have discounted 
the nearer term possibilities. 


FRUEHAUF TRAILER CO.—Fruehauf Trailer Co. does 
not manufacture automobiles or pleasure trailers but 
makes a line of large commercial trailers which are drawn 
by gasoline or Diesel powered tractors and trucks manu- 
factured by others. The company’s line includes many 
special types ranging from straight freight vans to gaso- 
line tanks, milk tanks and stainless steel carriers for 
many purposes. Relatively low initial costs and eco- 
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nomical operating costs as compared with motor powered 
vehicles are making trailers increasingly popular with 
motor freight haulers. The Government has found 
trailers of the type manufactured by Fruehauf to be very 
practical for military purposes and this, together with 
the increasing demand for freight space by manufac- 
turers of defense materials, has held the company’s 
operations at high levels in recent months. At the 
present time, Government business accounts for about 
half of the company’s activities while commercial orders 
constitute the remainder. The company will become 
increasingly busy as the country bends every effort to 
avoid any constriction in transportation facilities. At 
the present time, the company has unfilled orders on its 
books in excess of $10,000,000 and full year sales are 
expected to be in the vicinity of $30,000,000 as compared 
with about $19,000,000 in 1940. 

In the first 6 months of this year, the company re- 
ported net income, after provisions for income and excess 
profits taxes, of $1,137,977 or equal to $2.64 a share of 
common stock. This compared with $519,583 in the 
similar period of 1940 when net income was equal to 
$1.17 a share. Sales in the initial half of 1941 amounted 
to $13,400,000 as compared with $8,326,211 a year ago. 
Although the company’s earnings will be further held in 
check by higher taxes and increased excess profits levies, 
it is possible that the full year’s results will be around $5 
a share of common stock as compared with $3.52 a share 
for 1940. 

On an income basis alone, the shares at current levels 
appear to be attractively priced. On a price-earnings 
ratio, current market quotations for the shares would 
seem to place a very modest value on the future prospects 
and an even lower appraisal of nearer term expectations. 


PARAMOUNT PICTURES—This leading motion picture 
producer and exhibitor continues to report improving 
earnings over a year ago in each new quarter. This, in 
spite of the fact that European revenues—with the ex- 
ception of a part of those from Great Britain—are vir- 
tually nonexistent. Rising domestic consumer incomes 
and a generally better line of pictures are almost solely 
responsible for the gains. 

In the most recent quarterly report, for the three 
months period ended July 5, Paramount indicated net 
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income of $1,904,000 or $0.66 a common share, as com- 
pared with $0.48 a share in the same period of 1940. For 
the full six months period, earnings were equal to $1.56 
a share of common stock as compared with $1.01 in the 
comparable months of the previous year. For the full 
year, estimates place earnings at close to $3.50 a share as 
compared with $2.12 in 1940. 

Despite better earnings, however, higher common divi- 
dends are not in immediate prospect. The management 
recently indicated that it desired to accumulate reserves 
for various contingencies before distributing surplus as- 
sets to the shareholders. The new method of booking— 
in accordance to the consent decree entered into by the 
company and others in a Government suit—has made it 
necessary to increase film inventories strongly and like- 
wise to raise advertising appropriations by a substantial 
margin. Most of these extra expenses, however, have 
already been absorbed in the first and second quarters 
of this year and thus will permit a substantially larger 
amount of gross income to come down to net. 

One of the most pressing problems of the company 
now seems to be completely solved. That problem was 
the high cost of picture production in relation to profits. 
At the recent annual meeting, the company’s president 
reported that the studios had then been operating at a 
profit for over a year as compared with chronic deficits 
prior to that time. Most of the economies in operations 
which were introduced at the time of the studio reorgan- 
ization may be considered to be permanent and cost 
controls are considerably more efficient than in the past. 
Another trouble that apparently has been eliminated is 
the recurrent Government suits which have been highly 
expensive even if the company emerged victorious; as was 
the case in at least one instance. The consent decree 
mentioned has corrected all the grievances previously 
complained of by the Federal authorities and as long as 
the decree is adhered to no further difficulties from the 
Government are expected. 

Although the market price of the shares has held up 
well this year, no extravagant appraisal has been at- 
tached to the prospects for earnings of close to $3.50 
a share for 1941 and a promise of continued good business 
beyond the time of the usual cycle. After a stormy 
beginning, the motion picture industry has begun to settle 
down to a sensible middle age with the tendency toward 
further elimination of extravagances and abuses indicated. 
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Paramount, having gotten its reorganization over with, 
seems likely to be the one in which the recovery will be 
most apparent and as such would appear to be under- 
valued at prevailing prices for the shares. 


PRESSED STEEL CAR COMPANY—This company is 
one of the smaller of the railroad equipment manufac- 
turers and is obtaining its proportionate share of the 
large volume of freight car orders being placed during 
recent months. In addition to its railroad equipment 


activities, Pressed Steel Car has orders for a large volume 
of artillery shells. Lack of necessary storage space and 
the inability to secure all of the steel needed for the 
car-building end of the business has slowed down deliv- 
eries during the first half of this year but despite these 


handicaps and higher operating costs, the company was 
nevertheless able to report earnings of $0.53 a share of 
common stock for the period. The comparison with the 
same months of 1940 were not favorable for in the earlier 
period, earnings were equal to $1.56 a share. However, 
second quarter 1941 earnings of $0.37 a share were con- 
siderably better than the $0.16 a share reported in the 
initial three months although they were still well below 
those of a year ago. Deliveries have started, or are soon 
to start, on the company’s large order for tanks for the 
British government which will, together with more nor- 
mal domestic deliveries, make the second half year re- 
sults far more satisfactory than was the case in the 
initial half. Exclusive of the British tank order, the 
company’s unfilled order back log is said to be in the 
vicinity of $25,000,000 and new orders continue to ex- 
ceed shipments by a fair margin. 

At the close of 1940, the company’s balance sheet 
showed a relatively strong financial position with a cur- 
rent asset ratio of approximately 3.5 to 1 and cash items 
of better than $2,000,000 being about equal to 66 per cent 
of the then total current liabilities. Since that time, the 
company has cleared up preferred stock dividend arrear- 
ages and indications are that common dividends may be 
restored this year. The company’s long term debt was 
reported to be only slightly more than $5,000,000 at the 
close of last year. 

The relatively poor results of operations during the 
first half of this year have undoubtedly had a depressing 
effect upon the market value of the company’s shares 
although up to this time, no apparent recognition has 
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been given to the better prospects for the remainder of 
the year and beyond. Although the railroad equipment 
industry as a whole is admittedly one of violent fluctua- 
tions, further railroad requirements plus the need for 
shells, tanks and other military items should afford the 
industry in general and this company in particular, a 
period of highly favorable earnings. An _ additional 
longer term favorable factor is that such organizations 
as Pressed Steel Car Co. are likely to be the nucleus 
around which may be built a permanent armament indus- 
try in this country. 


REPUBLIC STEEL CORP.—Republic Steel Corp. was 
formed just at the outset of the depression of 1929-1933 
and thus experienced all of the bitterness of the deflation 
without first having had an opportunity to enjoy a period 
of highly profitable operations. Despite the handicap of 
an inauspicious start, the company has nevertheless 
come along in excellent style and is now in a strong 
position; ranking as the third largest steel manufacturer 
in the industry. Republic Steel is fully integrated, 
although greater emphasis has been placed upon the 
manufacture of lighter steels and important alloy steels. 
The company is now only abcut 11 years old and as a 
result, most of its equipment is relatively new. Within 
recent months, additions of many kinds have been made 
to production facilities which have increased the com- 
pany’s output of pig-iron, coke, sheets and other prod- 
ucts to a point where the difference in capacity between 
Republic Steel and Bethlehem Steel—its next largest 
competitor—is almost daily decreasing. As a case in 
point, the new 98-inch strip mill being erected at Cleve- 
land is expected to be in operation prior to the end of 
this year and will increase Republic’s plate output from 
a total of about 380,000 tons, which is the present rate 
of production, to better than 600,000 tons of this vital 
defense material. A new blast furnace and additional 
coking facilities are being built at Brimingham, Ala., a 
new coal mine of promise is being opened in the same 
state and the Shannon mine, an older iron ore deposit, 
is again being worked to help supply the company with 
its growing needs of iron ore and coke. 

The company’s earnings leverage has been markedly 
apparent after the break-even point of operations was 
passed. During the first half of 1941, Republic frequently 
operated at 100 per cent of estimated capacity and in 
some plants the full capacity estimates were exceeded by 
moderate margins on several occasions. High production 
activities resulted in an operating profit of $40,568,770 
in the first half of 1941 as compared with $16,150,753 in 
the same period of 1940 and only slightly more than half 
of the 1940 amount in 1939. Tax reserves of $18,000,000 
for the initial 6 months of the current year held net in- 
come down to $13,618,716 but despite this fact, the most 
recent earnings were better than double those of a year 
before. The tax reserve included an extra $2,000,000 for 
anticipated tax increases and was apparently more than 
adequate for the purpose. Regardless of higher costs and 
rising taxes, it is quite probable that this year’s earn- 
ings will be above $4 a share of common stock as 
compared with $3.30 a share last year and $1.42 a share 
for 1939. 

On expectations of $4 a share earnings, the stock 
is selling at about 5 times (Please turn to page 539) 
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CONCLUSIONS 


INDUSTRY—Non-defense production 
schedules put on day-to-day basis by 
material shortages. 


TRADE—Shortage scares boost whole- 
sale and retail sales to best level in 











a decade. 


COMMODITIES—Price trends mixed. 


Price control legislation deferred. 


MONEY AND CREDIT — Business 


loans undergo sharp increase. Veloci- 





ty of bank deposits increasing. 














This publication's index of per capita Busi- 
ness Activity, up to the present writing, has 
regained only about 40% of the sharp July dip 
and it is hard to reconcile this with the steep rise 
in Industrial Production for July indicated 
by the Federal Reserve Board's index. The obvi- 
ous, but not wholly satisfying, explanation is 
that a weekly index necessarily contains fewer 
components than the broader monthly index; 
but this does not account for the fact that car- 
loadings, electric power output, lumber ship- 
ments, coal production and check payments— 
all of which are quick to reflect changes in gen- 
eral business activity as a whole—failed to ex- 
pand at the normal seasonal rate in July. Steel 
operations, which are the backbone of defense 
production, have actually slowed down a bit at 
a season when expansion is the normal expecta- 
tion. If defense production (directly repre- 
sented in the F. R. B. index, but appearing only 
indirectly in our own index through the volume 
of carloadings, electric power and steel and 
coal output) really did expand enough in July 
to account for the sharp bulge in the F. R. B. 
index, then such increased production must 
have drawn upon accumulated inventories for 
its basic raw material or else caused a corre- 
sponding decline in non-defense production; 
since there was no increase in steel output 


(Please turn to following page) 
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Latest Previous Last 
Date Month Month Ties PRESENT POSITION AND OUTLOOK 

INDUSTRIAL PRODUCTION(a)| July 162(pl) 156 121 . 

H (Continued from page 531) 

— PRODUCTION AND during July. Against either of these supposi- 
oe PEPSI RAGA = eee a nog ped a tions is the fact that airplane output during July 

MLS s ses sev. b ete ee ba6 une . H th : J . 

Durable Goods................ June 118 114 83 SY AE ROE ee 

Non-durable Goods. .......... June 412 110 96 eee: 

Primary Distribution Peereaie.s, sane June 107 106 1 Defense expenditures during July reached the 
Distribution to Consumers fs te gioiete June 105 106 96 billion mark, about 1% of the national income. 
Miscellaneous Services......... June 102 101 89 This was a gain of $200 million over June, or only 
a oz si 214% of the national income, against an increase 
WHOLESALE PRICES(h).......) July 88.2 86.9 71.7 | of nearly 6% in the F. R. B. index of industrial 
Pare eee Ree ogEES a= Hea ge oe an a production. Shortages of basic raw material 

INVENTORIES (n. i. c. b.) | have become so acute that defense officials hesi- 
LVR DUPS rcs Cope tare veneers | May 139-7 134.5 117.3 tate to say how much nondefense durable goods 
New Orders.........- 20.205. | May 247 241 130 can be produced this autumn; but Mr. Henderson 
Shipments......-..-..+.-2005. | May 185 178 116 predicts that ‘‘priorities unemployment’? may 

Rei Mala ea pias SA ie Pe, a ae aera ~~} easily exceed 2,000,000 (4% of the nation’s 

COST OF LIVING (d) | total working force) temporarily. Confronted 
All ltems...........+++.00004. July 88.9 88.5 86.3 with uncertain deliveries, both defense and non- 
Food. Se eee eh mE, July 86.2 85.5 80.9 defense industries are obliged to pay for much 
Housing eet cia taht ate | July 88.4 88.2 86.8 idling in order to hold their experienced workers. 
Clothing Sees | July 73.8 73.6 73.1 For this reason, man-hours used by the F. R. B. 
Fuel and Light................ | July 87.8 86.7 84.5 to measure production in a few industries tend 
Sundries SSA as Rane aca | duly 98.7 98.6 97.4 under present circumstances to present an inflated 
Purchasing value of dollar....... | July 11:2:5 113.0 115.9 picture of actual physical output. 

NATIONAL INCOME (cm)}{....) April $6,744 $6,815 $5,965 ™ ree 1 

We shall have more light on this riddle when 

CASH FARM INCOME; the figures on employment for July become 
Farm Marketing eas eS June $766 $747 $562 available. Unemployment in June, according 
Including Gov't Payments. ...... June 791 71 587 to the National Industrial Conference Board. 
Total, First 6 Months........... June 4,333 2,776 3,824 fell to 2,536,000 from 3,848,000 in May and 
Prices Received by Farmers (ee)..| June 118 112 95 about 8,200,000 in June last year. Total em- 
Prices Paid by Farmers (ee)...... June 126 125 123 ployment in June reached 53,120,000, against 
Ratio: Prices Received to Prices only 46,927,000 a year earlier. 

EE CS ae ee eee eee June 94 90 aT ne 

FACTORY EMPLOYMENT (f) 5 : : : 
Durable Goods................ June 134.7 131°2 99.8 — ee _ Res — 
Non-durable Goods........... June 120.8 118.7 106.2 — s) was 31% above last year, compare 

with a rise of only 13% for the half year. 

FACTORY PAYROLLS (f)...... June 152.0 144.0 99.5 * * 

RETAIL TRADE Mr. Henderson predicts that wholesale prices 
Department Store Sales (f)....... July 113 104 92 (now 16% above last year) will rise an additional 
Chain Store Sales (g)........... July 141 133 119 | 6% within the next three months; living costs 
Variety Store Sales Ce July 145 139 124 (now up 3.7%) another 3%; and farm prices 
Rural Retail Sales (j) ee Te a June 163.2 161.8 137.7 10% farther. Food costs 10% more than last 
Retail Prices (s) as of........... July 1 99.5 98.9 92.8 year; but rents average as yet only 1.8% higher 

FOREIGN TRADE throughout the country (reaching 100% in a few 
Merchandise Exportst.......... June $338 $385 $350 overcrowded defense localities). 

Cumulative year's total} to...... May 30 293. wuss 2,064 es Ms 
Merchandise Importst.......... May 280 297 211 Sh . 

: : ortage scares have boosted merchandise 
Cumulative year's totalf to...... May 30 AOR» nicibeh's 1,294 eels a. ast Sanat tev -deeedec. Mibaienais 

RAILROAD EARNINGS trade in June was 32% above last year, against 
Total Operating Revenues*..... June $455,023... $344,953 | 26% for the half year. Department store 
Total Operating Expenditures*..; June S0B'9398. kas 252,507 sales in the week ended Aug. 2 were 27% above 
SN ERIE OOS June ee kes 33,692 | last year. ay. 

Net Rwy. Operating Income*...| June O2961 8a shes 48,091 
Operating Ratio %N Vere ty a June 65.70 ° ae ° 73.20 Owing to acute scarcity of steel scrap, the 
BUILDING Contract Awards (k) | ee ee ee ee eee 
FAA: Moltoages-; --...5..55.- June $539 $549 $325 | “6 eee ai ee silat ad 
Selected Appraisalf........... June 29 147 109 ea 
Accepted for Insurancet........ June 22 95 84 gan. on 
se ce AP Re ST ae June uw 65 34 Commerce Department predicts that new 
914 ot A Jul 138 120 111 construction this year will reach $10.2 billions 
ie York So Ea parte 18 15 13 (4.9 private and 5.3 public), against only $6.85 
T ; ULS ; eget gheaie July 156 135 194 billions (4.18 private and 2.67 public) last year; 
in Sa Rig lade ell at ads 7 but that material (especially metal products) 
Engineering Contracts (En){..... | July $348 $589 $959 shortages next year will be serious. 
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Previ 
cue ie =e enema pOsON AND OUTLOOK 
STEEL 
Ingot Production in tons*....... July 6,822 6,801 5,595 Output of cars and trucks in the U. S. and 
Pig Iron Production in tons*....| July 4,771 4,553 4,054 Canada for the 1941 model year just closed is 
Shipments, U. S. Steel in tons*®..} July 1,667 1,669 1,297 estimated at 5,590,000 units, only 30,000 short 
|__—— of the 1929 peak. Registrations in the first half 
AUTOMOBILES were at a new high for any comparable period. 
Production Production after September will be dependent 
Factory Gales 6 canes sds eee June 546,321 545,321 362,566 upon the amount of material obtainable after 
Total 1st 6 Months............ June 303,148,694  ...... 2,539,440 prior defense requirements. Hundreds of auto- 
Automobile Financingt.......... plant machines are being converted from regular 
cet eee May $141 $136 $97 production to armament work 
Uae (Oo oe SEP A May 107 99 73 * , . rm x ~ 
Z a e 100,000 freight cars building program 
PAPER (Newsprint) | planned for completion in October is running 
Production, U.S. & Canada* (tons)..) July 377 376 415 11,000 cars behind schedule, owing to material 
Shipments, U.S. & Canada * (tons) . | July 385 383 424 shortages; but it is expected that the recent decree 
Mill Stocks, U. S. & Canada* (tons).| July 170 178 190 giving defense orders priority over civilian needs 
Whisk for steel will permit completion on schedule of 
ae, > ae | July 9,444 19,097 8,187 | the new program to build 140,000 in the next 
Withdrawn, Galee® . .o..ks.cneece es | July 7,215 7,535 8,331 12-month period. Freight cars ordered in the 
erage Nene neis | July 504,077 502,847 480,938 | first seven months numbered 102,948, against 
: : : : 23,922 in the like period last year. 
GENERAL " -* Ss 
Paperboard, new orders (st).......| June 525,325 572,522 437,874 Machine tool output is expected to reach $1 
Railway Equipment Orders (Ry) billion in the current fiscal year, after which de- 
econMGete ss .28c ee eee | June 140 128 31 fense demand may peak and afford civilian indus- 
Breiant Galen < 2.0e!. coronas | June 29,799 26,334 4,235 try a chance to acquire tools. Though cigarette 
Passenger Gals. 23s oe cecciec tee June 35 32 15 sales this year are expected to approach the 200 
Cigarette Productionf............ | June 18,499 17,858 17,565 billion mark, a new high record, heavier taxes 
Bituminous Coal Production* (tons).| June 43,090 43,400 32,400 and costs may hold profits of the industry down to 
Portland Cement Shipments * (bb'Is).| June 16,109 16,048 13,223 last year’s level. 
Commercial Failures (c)........... July 908 970 1175 | 
WEEKLY INDICATORS 
Latest Previous Year 
Date Week Week Ago PRESENT POSITION AND OUTLOOK 
M. W. S. INDEX OF BUSINESS apie 
ACTIVITY 1923-25—100...... Aug. 9 118.0 118.3 96.1 Early reports from about 30% of utilities for 
the second quarter show profits 2.5% under the 
ELECTRIC POWER OUTPUT | like 1940 period, against a 3% gain for the entire 
IRIE stereo rvnehatencoerans ears Aug. 9 3,196 3,226 2,743 | industry in the first quarter. Second oo 
| gross was up 7%; but operating expenses rose 8 
TRANSPORTATION and taxes jumped 26%. Serious power shortage 
Caioacdinas, totale. ..c<. canoes Aug. 9 878,549 883,065 726,976 bnnees tne dallas anauas Wat otesi ull meenel 
NE Fare Sate bdecgs | Avg 9 45087 46548 MBB | et eee otek ee techie onal 
ere eas ee ee ua mee | Aug 9 166,429 166,1 44 125,897 y cu Pp 3 . 
Forest Products..............0.5. | Aug. 9 49,118 50,644 36,370 | ee 
Manufactaring & Miscellaneous....| Aug. 9 360,657 364,292 282,482 Steel output is being slowed, and costs raised 
e 2 he RS | Aug. 9 156604 155,724 149035 | semeuket, by hot weller, sup duetige and by 
STEEL PRICES | high rated priority orders; which cause delays, 
Pig Iron $ per ton (m)..........+. | Aug.12 23.61 23.61 29 61 confusion and short inefficient runs. Owing to 
Scrap $ per ton (m)............- | Aug.12 19.17 19.17 18.63 | the widely followed business practice of charging 
Finished c per Ib. (m)...........- | ‘Aug 12 2.961 2.261 2.261 | off in the second quarter the full increase in tax 
reserves for the half year, profits of the first 24 
STEEL OPERATIONS | steel companies to report for the second quarter 
% of Capacity week ended (m)....; Aug. 16 98.5 99.5 89.5 | were 25% under the first quarter, though 66% 
CAPITAL GOODS ACTIVITY fT ts 
(m) week ended............... | Aug. 2 119.6 127.0 84.3 | . 
Gasoline consumption and prices continue to 
PETROLEUM rise along the eastern seaboard, despite the cur- 
Average Daily Production bbls.*..} Aug. 9 3,912 3,695 3,475 few; but as yet no actual shortage has developed. 
Crude Runs to Stills Avge. bbls. *. -| Aug. 9 3,835 3,845 3,508 Householders have been assured of an adequate 
Total Gasoline Stocks bbls.*...... | Aug. 9 86,022 86,779 87,681 supply of fuel oil this winter; but it will probably 
Fuel Oil Stocks, MOM asesiscs | Aug 9 95,41 2 94,800 106,487 cost more. Secretary Ickes states that a shortage of 
Crude—Mid-Cont. $ per bbl...... Aug. 9 1.17 1.17 1.02 aviation gasoline can be averted only by immedi- 
Crude—Pennsylvania $ per Sb! : . «| Aug 9 9:23 2.23 $-23 ate expansion of refining facilities. 
Gasoline—Refinery $ per gal...... | Aug. 9 .085 .085 .06 
TMillions. *—Thousands. (a)—Index Federal Reserve 1935-39—100. (b)—Federal Reserve Bank of N. Y. 100%—estimated 


long term trend. 


Iron Age. 











Preliminary. 


(n}—1926—100. 
(r)—Revised. 


(c)—Dun & Bradstreet. 
(e}—Dept. of Agric., 1924-29—100. 

(g)—Chain Store Age 1919-31—100. (h)—U. S. B. L. S. 1926—100. 
(n. i. c. 6.}—Nat. Ind. Conf. Bd. 1935-39—100. 
(Ry)—Railway Age. 


(cm)—Dept. of Commerce estimates of income paid out. 
(ee)—Dept. of Agric., 1909-14—100. 


(En)—Engineering News-Record. 
(j)—Adjusted—1 929-31—100. 











(d)—Nat. Ind. Conf. Bd. 1923—100. 
(f)—1923-25—100. 
(k)—F. W. Dodge Corp., (m)— 


(p)—Polk estimates.(pc) —Per cent of capacity. (pl)— 
(s)—Fairchild Index, Dec., 1930—100. 


(st)—Short tons. 
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Trend of Commodities 


The past fortnight has brought a levelling off in commodity 
prices and at the close of the past week a comparison of 
quotations for major commodities revealed a mixed picture. 
Undoubtedly, price control activities have been chiefly re- 
sponsible for Palting the upward trend, while cotton and 
wheat traders awaiting Presidential action on the legislation 
freezing loan stocks. A veto appears certain, but the con- 
gressional farm bloc can probably muster enough strength 


to defeat any veto. Further action on price control legisla. 
tion has been postponed until September 15, and it is ex. 
tremely doubtful that such legislation will be enacted before 
October, at the earliest. Various controls now effective, 
however, have reduced commodity futures markets from 17 
to 12 and further casualties are in sight. When prices are 
fixed there obviously is no advantage in engaging in hedging 
operations. 





| WHOLESALE PRICES 


U. S. DEPT. OF LABOR COMMODITIES INDEX 1926100 


1915 1930 193 


U. S. DEPARTMENT OF LABOR | 





1941 
High Low a5 3 Hy 
28 Basic Commodities...... 151.7 105.6 51. ; 
Import Commodities........ 159.6 104.7 157.3 156.1 
Domestic Commodities. .... 148.1 105.5 148.1 147.6 





Spot Market Prices—August, 1939, equals 100 
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s 


/NOEX 


RAW MATERIAL PRICES 
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5 1940 
NDEX OF 28 BASIC COMMODITIES 


1941 
Low Aug. 8 Aug. 15 


High 
Domestic Agricultural va 1537 111.4 153.7 152.8 
Foodstuffs ....... sieeve sc ee 100.5 150.8 159.7 
Raw Industrial ............. 146.9 101.3 145.0 144.4 
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Latest Previous Year 
Date Wk. or Mo. Wk. or Mo. Ago PRESENT POSITION AND OUTLOOK 
COTTON Cotton. Dominated by Washington develop- 
Price cents per pound, closing ments, cotton prices in the most recent week 
SORRISOT. cs osc sls eicive'e o 5010 Aug. 16 16.09 16.32 9.22 pursued an erratic course over a range of more than 
TRIES. oc cco tis a ceninee eso Aug. 16 16.27 16.50 9.18 $5 a bale. At the week's close prices showed a 
OOS ein ance na Aug.16 16.69 16.97 9.89 net loss of 23 to 25 points. Legislative attempts 
(In bales 000's) to freeze loan stocks have been embodied in a bill, 
Gonsumption, U.5..........2-+.. July 929 875 598 which was passed and sent to the President. The 
Exnoits, wk. end........2--+s20- Aug. 15 4 16 12 general belief is that it faces a veto, which, however 
Total Exports, season Aug. 1 to.... Aug. 15 Mor | tetecie 36 may be subsequently overridden. July con- 
Government Crop Est............- Aug. 1 ere 11,817(ac)} sumption showing a gain of 305,000 bales over 
Active Spindles (000's)........... June 22,992 22,980 21,955 last year brought total consumption for the crop 
—| year up to 9,718,220, the highest on record. 
WHEAT ees Oa 
Price cents per bu. Chi. closing Wheat. Futures declined slightly near the 
DAMIR 550655 e o> sees Aug. 16 11114 1115%% 6914 | end of last week, but earlier in the week heavy 
NRE Sn cschivssceaeanwy Aug. 16 115 11514 71 buying sent prices to new highs. Traders in- 
Exports bu. (000's) since July 1 to.} Aug. 9 18,313 16,314 1,681 ferred that the Roosevelt-Churchill meeting por- 
Exports bu. (000’s) wk. end....... Aug. 9 1,999 2,213 434 tended a long war and interpreted it bullishly. 
Visible Supply bu. (000's) as of...} Aug. 9 210,610 202,257 156,571 Wheat was also included in the legislation freez- 
Gov't Crop Est. bu. (000's)....... July 1°OR361S nee 816,698(ac)! ing loan stocks. Estimate of winter crop was 
— ——| raised to 685,000,000 bushels and the current 
CORN carryover into the 1941-42 season was officially 
Price cents per bu. Chi. closing placed at 486,000,000 bushels. 
EET PELE OTC Aug. 16 17, 19 601%, me ee 
NS re ere Aug. 16 80% 8234 5454 Corn. Prices showed a net loss of 11% cents 
Exports bu. (000's) since July 1to.| Aug. 9 1,681 1,247 5,486 for the week. Rain is still badly needed in most 
Visible Supply bu. (000's) as of...| Aug. 9 37,699 39,266 25,026 growing areas. Government estimate for August 
Gov't Crop Est. bu. (000's)....... July 12,548,709 _........ 2,449,200(ac)| placed the current crop at 2,587,000,000 bushels. 
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COPPER 


Price cents per Ib. 


















































Deliveries in July totaled about 


Copper. 








DONIBS Gre cists xe secre! oc sc Gos ick Aug. 16 12 12 1034-11 143,000 tons, including 32,463 tons of foreign 
SCI LET Ee Bu. Gay ar nn TUNG: sk etee hice ees 9.90 copper and withdrawals from stocks of about 
Refined Prod., Domestic*......... July 82,870 88,560 90,995 24,000 tons. Deliveries are now running at the 
Refined Del., Domestic*.......... July 143,089 115,097 71,226 rate of 1,700,000 tons annually, and even with 
Refined Stocks, Domestic*........ July 31 70,375 98,164 215,823 a subsidy to high-cost producers, domestic pro- 
Copper Sales, Domestic*.......... July 99,912 82,033 58,467 duction will not yield more than 1,200,000 tons. 

— The balance will have to be obtained in Latin 
TIN America. ssi 
Price cents per Ib., N. ¥.......... Aug. 16 52 53 51% Tin. Maximum prices ranging from 51 cents 
Tin Plate, price $ per box......... Aug. 16 5.00 5.00 5.00 to 52 cents, depending upon quality, were placed 
World Visible Supplyt as of...... June 30 38,600 40,777 31,869 on tin last week. Generally the trade expressed 
A). S. Delineties hs co ce-sc ve nc ccs June 14,880 10,490 9,225 satisfaction with this figure. 
U.S. Visible Supplyt as of ....... June 28,645 32,766 22,962 are. = 
Lead. The balance between supply and de- 
LEAD mand has improved and August allocations by 
Price cents per lb., N. ¥.......... Aug. 16 5.85-90 5.85-90 4.75 Metals Reserve Corp., were larger than in July. 
[3S eer June 48,224 60,504 42,306 Near term needs of consumers should be met 
UD. Se SHIBMERIS?® ssicics onecas ees June 57,969 69,382 49,904 without difficulty. 
Stocks (tons) U. S., as of.......... June 30 24,695 34,018 55,343 i = 
SA ncees Zine. July production was the largest on 
ZINC record but there is still a marked shortage for 
Price cents per Ib., St. Louis....... Aug. 16 72.5 7.25 .650 private needs. Bringing new aramment plants into 
U.S. Produttion®. ....0cccsvaess July 66,419 62,236 52,098 production shortly will further reduce the civilian 
OS, TONE. oc ccc esccce July 64,086 63,159 57,606 share of available zinc supplies. 
Socks WU. S., a GF"... 0... cvcuss July 31 99,737 7,404 65,227 ieee ee, <i 
= Silk. A temporary emergency program to 
SILK handle the silk shortage has been prepared by 
Price $ per Ib. Japan xx crack..... Aug. 16 3.08 3.08 2.53 OPACS and OPM. Supplies on hand can be 
Mill Dels. U. S. (bales)........... June 24,251 22,440 17,307 used in silk hosiery manufacture only to the extent 
Visible Stocks N. Y. (bales) as of..;| June 30 53,436 50,341 41,822 of 50%. Cotton and rayon hose will be pushed, 
————!| the fashion angle being stressed. 
RAYON (Yarn) Ss Ss 
Price conte per .............5.. Aug. 16 53 53 53 Rayon. Substantial diversion of rayon yarn 
Consumption (a)................. June 39 40 31 to broad silk and hosiery manufacturers will strain 
StocksasiOl la). oo. s oc ekccvccces June 30 4.3 5.8 1.3 present productive facilities. Use in defense is 
—= ———————| also gaining. 7 
WOOL Wool. Prices have been somewhat erratic, 
Price cents per Ib. Boston, raw, fine.| Aug. 16 1.06 1.06 98 but on the whole have held within an upper range. 
Consumption, period ending (a)....| June 30 41,904 41,032 19,372 Sales have been restricted somewhat by labor dif- 
—___—_—_—_—_——_—_——_——| ficulties in several large mills. Demand for im- 
HIDES ported wools has been active. 
Price cents per Ib. No. 1 Packer...] Aug. 16 15 15 10 el eal 
Visible Stocks (000's) as of....... May 31 12,898 13,016 12,406 Hides. Demand for hides has been quite 
No. of Mos. Supply as of ........ May 31 5.68 5.87 723 active but supplies have not increased and have 
Boot and Shoe Production, Prs.*...| June 40,000 41,087 28,121 been inadequate. Prices for most grades were at 
— ———- -— —_——————— the ceiling level. 
RUBBER nile 
Price cents perlb................ Aug. 16 231% 231, 19.62 Rubber. Notwithstanding the fact that manu- 
AIM Skte UN Guia cers! Keie earsate-son eee June 65,093 101,404 53,889 facturers’ shipments of tires in the second quarter 
Consumption, U.S.f............. June 84,912 71,365 47,834 were exceptionally heavy, distributors stocks were 
a ee June 339,108 359,234 154,313 nearly 5% less on July 1, than they were a year 
Tire Production (000's)........... June 6,363 6,073 5,131 ago. The decision of the RFC to sell manufacturers 
Tire Shipments (000's)............ June 7,664 7,132 6,803 rubber at 221% cents means higher costs for the 
Tire Inventory (000's) as of........ June 7,709 8,373 8,871 final six months. * * * 
: 7 a ——— Cocoa. Recurring rumors of an impending 
COCOA price ceiling for cocoa are reflected in uneasiness in 
Price cents per lb..............:. Aug. 16 7.76 7.96 4.22 the price structure. Warehouse stocks have hit 
Arrivals (bags 000's) ............ July | | eee 657 another new high. 
Warehouse Stocks (bags 000's)....| Aug. 15 1,502 1,402 1,167 ae 
—_—— Coffee. Prices have reacted moderately, re- 
COFFEE flecting the tentatively high quota for the year be- 
Price cents per Ib. (c)............ Aug. 16 1314-14 1314 634-7 ginning October 1. The quota has been set at 
Imports, season to (bags 000's)....| Aug. 1 re 1,124 19,875,000 bags, indicating the prospect of ade- 
U. S. Visible Supply (bags 000's)..} Aug. 1 2,187 1,486 1,374 quate supplies. Stocks on hand are also sizable. 
OO el ee ee oa e i * * * 
SUGAR Sugar. The announcement of a price ceiling 
Price cents per Ib. of 3.50 cents for duty paid raw was responsible for 
MW Ny ca 6 sch intere nisierd eM sere tiers: wate Aug. 16 3.70 3.75 2.62 a decline in both world and domestic futures last 
Refined (Immediate Shipment)...| Aug. 16 5.35 5.20 4.20-4.35 week. Cuba has protested, making its case on the 
U. S. Deliveries (000's)*.......... 1st 6 mos. ct: ee 3,023 basis of high freight rates. Price ceilings for re- 
U. S. Stocks (000's)* as of (rr)..... Wane dO sa cies 2,106 1,033 fined sugar are expected to follow. 
t—Long tons. *—Short tons. (a)—Méillion pounds. (ac)—Actual. (c)}—Santos No. 4 .N. Y. (p} Preliminary. (rr)—Raw and 
refined. *—Thousands. NA—Not available. 
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Money and Banking 

































































Latest Previous Year 
Date Week Week Ago COMMENT 
INTEREST RATES | 

Time Money (60-90 days)...... | Aug.16 114% 114% 114% A gain of $35,000,000 in loans to industry, 

Prime Commercial Paper........| Aug. 16 14-34% 1h-3%4% 14-34% commerce and agriculture by New York City 

CAS BES ea ees | Aug. 16 1% 1% 1% Member Banks in the most recent reported week 

Re-discount Rate, N. Y......... | Aug. 16 1% 1% 1% was the sharpest weekly rise since ig March, 

a Commercial borrowings on the books of these 
CREDIT (millions of $) banks are now at the highest level in more than ten 
Bank Clearings (outside N. ¥.)..... | Aug. 9 3,251 3,489 2,419 years. The over all increase in loans and invest- 
Cumulative year's total to.........| July 31 46260 9 = «25.55 12,429 ments amounting to $40,000,000 brought the total 
Bank Clearings, N. ee Se ee Aug. 9 3,043 3,474 2,604 of these items to a new high at $12,041 ,000,000 
Cumulative year's total to......... Buy 31 “ES 325° 9 sae 12,977 
F. R. Member Banks ee 

Loans and Investments.......... Aug 6 28,761 28,771 24,101 Particularly noteworthy has been the sharply 

Commercial, Agr., Ind. Loans...| Aug. 6 6,087 6,047 4,446 accelerated rate at which bank deposits have been 

ce rrr? Aug. 6 462 478 384 turned over in recent weeks. Debits to bank ac- 
Invest. in U.S. Gov'ts.......... Aug. 6 11,248 11,279 9,436 counts in 274 cities reporting to the Federal Re- 
| Invest. in Gov't Gtd. Securities.... Aug. 6 3,305 3,309 2,569 serve Board totaled $44,808,000,000 in July, an 
Other Securities............... Aug. 6 3,611 3,611 3,604 increase of 33% since last September. This in- 

Demand Deposits......... --..| Aug. 6 24,217 24,544 20,712 creased use of bank deposits may indicate that 

Time Deposits................. Aug. 6 5,431 5,420 3/339 many people, in all sections of the country, are | 

New York City Member Banks using cash to purchase, among other things, con- 

Total Loans and Invest.......... Aug.13 12,041 12,001 9,520 sumers’ durable goods. To that extent the recent 

Comm'l Ind. and Agr. Loans... Aug. 13 2,372 2,337 1,703 regulations governing installment credit may not 

enti gb an eee Aug. 13 328 332 270 be as effective in forestalling public demand, at 

wwent, U.S. Govts............ Aug. 13 5,215 ayy 4sy's 4,030 least as long as the supplies of these goods hold 

Invest. in Gov't Gtd. Securities.... Aug. 13 1,859 1,845 1,374 out. 

Riherecinties..... 66a... kos. Aug. 13 1,422 1,392 1,362 se: 

Demand Deposits.............. Aug.13 10,788 10,906 9,620 : 

Time Deposits. . Rat ie Aug. 13 763 163 705 As a matter of fact, installment regulations were 

Federal Reserve Banks much less restrictive than had been anticipated. 
| Member Bank Reserve Balance. Aug.13 12,948 12,951 13,340 The importance of installment sales in relation to 
Money in Circulation.......... Aug. 13 9,792 9,795 7,944 total sales in a number of important industrial lines 

Soin Sick... s-. - 5. Aug.13 22,703 22,682 20,689 is indicated by the following tabulation: 

Treasury Currency... is Aug. 13 3,172 3,169 3,027 Automobiles. OSS ences Oa 64 per cent 
treasury Cash. .........:5. Aug. 13 2,361 2,345 2,281 Rare re eee 60 per cent 
| Estcess S@esrives..........5<... Aug. 13 5,030 5,020 6,390 Household Appliances............. 55 per cent 
‘ = eee — ——_—___—_—— Jewelry A Pe a atic ik eee ee . .30 per cent 

Latest Previous Year Recs Sra 10 per cent 
| NEW FINANCING eamyenn of $) Month Month Ago Department Stores...............0.. 11 per cent | 
Corporate...... . July 130 204 271 Tires and auto accessories ...15 per cent | 
| — Capital Fe July 44 91 45 Heating and plumbing.............. 20 per cent 
| efunding....... July 86 113 226 
bie THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
| 1941 Indexes 1941 Indexes 
No. of = 
Issues (1925 Close—100) High LowAug.9 Aug. 16 (Nov. 14, 1936, Close—100) High Low Aug.9 Aug. 16 
290 COMBINED AVERAGE. 56.9 46.3 549 53.2 100 HIGH PRICED STOCKS. 60.10 51.01 57.38 56.58 
100 LOW PRICED STOCKS.... 48.83 37.78 47.67 45.93 
4 Agricultural Implements 99.9 72.2 95.8 91.0 3 Liquor (1932 Cl.—100).... 154.8 111.5 154.8h 147.3 
9 Aircraft (1927 Cl.—100). 183.9 137.1 1730 172.3 OMMACHINGIY $s c-0 oc ce tse 111.9 88.0 100.3 989 
4 Air Lines (1934 Cl.—100) 314.1 198.9 245.2 254.6 DIMAIN KONA. 5 oi. bo. ses os 15.6 64.3 662 °66.3 
| 6 Amusements....... 29.3 803 98:5 29:31 4 Meat Packing 53:2 40:3: “49:5 48:5 
| 14 Automobile Accessories 95.7 1748 864 84.8 11 Metals, non-Ferrous 138.6 109.5 126.8 126.0 
13 Automobiles Pet a9 75 9.4 9.0 BIPADET: occ x 14:2 4:0 13:3 13:3 
3 Baking (1926 Cl.—100) 10.7 eee 7.9 ie OS PEEOIOUIN: 6 oes s eos eo 86.1 67.4 82.7 82.0 
3 Business Machines...... 104.6 86.5 102.5 100.3 18 Public Utilities....... bet 36:6 23.3 25:8 248 
2 Bus Lines (1926 Cl.—100) 64.3 43.9 53.6 53.6 3 Radio (1927 Cl.—100) 99 6.7 8.3 Tt 
8 Chemicals. . . ., 9165.2 135.5 161.9 160.6 9 Railroad Equipment... 48.0 36.3 436 42.6 
48 Construction 26.1 19.5 246 23.9 17 Railroads ae 11.6 75 404 16% 
5 Containers 203.7 166.0 190.2 186.3 2 Realty..... 2.9 1.6 Le | 2.6 
10 Copper & Brass 88.8 68.8 80.8 79.7 | 2 Shipbuilding 129:7 102:3 123.0 120.1 
2 Dairy Products. . . 230: “25.5 . 2736 2A | 12 Steel & Iron 826 62:8 73,1 71.0 
6 Department Stores 223 46:3 S15 8455 2 Sugar 348 ATS 345. 393 
6 Drugs & Toilet Articles 40.3 31,4 40.3h 39.1 2 Sulphur. ... 189.8 161.0 189.7 186.9 
2 Finance Companies 182.3 1348 145.4 140.4 3 Telephone & Telegraph 41.6 33.2 39.4 39.0 
7 Food Brands. . 92.0 1749 88.5 87.0 2 Textiles.... 48.5 33:0 46:5 45.3 
2 Food Stores. 45.2 36:7 42:8 42:5 3 Tires & Rubber 13.0 O5 °° 26 12.3 
4 Furniture. . 42.2 33.6 36.9 35:9 4 Tobacco Ve Be 62.1 69.5 67.9 
2 Gold Mining 703.8 587.6 656.2 650.3 3 Variety Stores anes . 213.7 184:8 206:8 207.6 
6 Investment Trusts 192 75:1 17.3 16.8 19 Unclassified (1940 Cl—100) 105.7 86.3 102.7 101.2 
H—New HIGH since 1939. h-—New HIGH this year. 
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This announcement is under no circumstances to be construed as an offer of these 
securities for sale or as a solicitation of an offer to buy any of such securities. 
The offer is made only by means of the Offering Prospectus. 


Pacific Gas and Electric Company 


(A California Corporation) 


400,000 Shares 
5% First Preferred Stock 


Cumulative, Par Value $25.00 per share 
and Installment Subscription Agreements for 400,000 shares of such stock 


The offering price is $27.00 per share, payable in full at the time of 
subscription or in installments upon the terms and conditions de- 
scribed in the Installment Subscription Agreements and the Offering 


Prospectus. Such price is subject to change without notice. 


Offering Price: $27.00 per share 
to Yield 4.63% 


The Offering Prospectus and stock subscription forms may be ob- 
tained upon application at the Stock Sales Department, Pacific Gas 
and Electric Company, 245 Market Street, San Francisco, or at any of 


its Division or District Offices. 


PACIFIC GAS AND ELECTRIC COMPANY 
Stock Sales Department 
245 MARKET STREET - SAN FRANCISCO 


F 2-741 
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Keeping Ahead on the 
Industrial Front 





For the Business Man 


BETWEEN TWO WORLDS 
UPTON SINCLAIR 
The Viking Press. 859 pp. $3.00. 
More than a novel of the trials and disap- 
ointments ... the feats and romance of one 
ny Budd’s life through the turbulent, pros- 
perous era of the early post-war period to the 
1929 crash ... an historic omnibus of the 
cant influence of the early days of Italian 
and German fascism ... the six great interna- 
tional conferences that shaped a world’s des- 
tiny ... the moving forces of the dictators, 
pong politicians and munitions makers of 
our e. 


>> @ «« 
WILL WE HAVE INFLATION? 
HARRY SCHERMAN 
Simon & Schuster, Inc. 171 pp. $1.00 

Included in this book is a discussion of The 

Real Danger in Our Gold, a familiar subject to 
Mr. Sherman. Will We Have Inflation is an 
attempt to outline—clearly, thoroughly and re- 
liably—what every adult should know about 
inflation. It discusses in detail what inflation 
is; what causes it; whether we are likely to 
have an inflation in this country, and if so, 
when. The book also goes into what can be 
done about inflation by the Government, and 
particularly the single course the ordinary 
man and woman can take to cope with it. 

>» @ «« 


JAPAN UNMASKED 
HALLETT ABEND 
Ives Washburn, Inc. 322 pp. $3.00 

In view of our strained relations with Japan 
and the Tripartite Pact of Tokyo-Rome-Berlin, 
you will want to read this timely book by Mr. 
Abend, New York Times Far East correspondent. 
With 15 years experience, the author is well 
qualified to crystallize the background of the 
Sino-Japanese struggle, the position of the 
Netherlands Indies, British military 
strength in Hongkong and Singapore, U. S. 
defense of the Philippines and the Hawaiian 
Islands and many other pertinent situations. 
Mr. Abend, while abhorring such a development, 
Lge ye opinion as to how war between 
apan an S country might unf 6 ate 
long it might last. nal ” - 

>> Oe «« 


MEN OF WEALTH 
JOHN T. FLYNN 
Simon & Schuster. 400 pp. $3.75. 

Here is a colorful pageant of wealth thru 
the centuries; the tale of man’s long struggle 
for gold and power. In telling this story Mr. 
Flynn has chosen the most significant fortunes, 
not the biggest ones—those who were most suc- 
cessful in using their wealth to attain power. 
This is the story of eleven men and one woman 
whose money and methods of making money, 
did much to create the world we live in today. 

»»> @«« 


GERMANY PREPARES FOR WAR 
EWALD BANSE 


Harcourt, Brace & Co. 357 pp. $3.00 

For anyone who discusses European affairs, 
this book is on the MUST list. When first pub- 
lished in 1932, it was thought to be fantastic. 
However it contained ‘‘suggestions’’ by Pro- 
fessor Banse which, unfortunately, have come 
true. Suggestions such as the annexation of 
Austria and the conquering of Czechoslovakia. 
It must be read to be believed. 


»»> @ «« 


HONORABLE ENEMY 
ERNEST O. HAUSER 


Duell, Sloan & Pearce, Inc. 268 pp. $2.50 

In his latest offering on the Orient, which he 
knows so well, Mr. Hauser takes us on a per- 
sonally conducted tour, not through Japan, but 
through the soul of Sato-san, the Japanese 
equivalent of Joe Doakes. In the Rising Sun 
Land Sato-san is an aesthetic who can rhap- 
sodize for hours over a perfect blossom; at war 
in China, a totally different picture is presented. 
He likes his movies, beer and gadgets. He has 
a virtue or vice, as you will, in that whenever 
he starts in any direction he never turns back; 
even if he knows he is wrong. 


>> @ <« 
These books may be ordered from The 
Magazine of Wall Street book department. 
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(Continued from page 505) 


outgo to total of dollar national in- 
come. It will be a matter of physical 
shortages and an inflated cost of 
living. For most of us—who will not 
share in the special gains of factory 
workers and farmers—inflation of 
living costs will be a more serious 
problem than shortages of non- 
essential goods. 


Retail Trade Prospect— 


The buying rush being experienced 
in general merchandise trade is not 
out of line with indicated level and 
current trend of consumer purchas- 
ing power. Projected additional rise 
of 2 to 3 per cent in cost of living 
by the year-end will be exceeded by 
indicated rise in money income, 
which means further net gain, at 
least for this period, in true purchas- 
ing power. Hence nothing more 
than transient short term dips in re- 
tail trade need be allowed for and 
November-December will bring a 
holiday volume breaking all former 
records by a wide margin. 





Outlook for Equipments Is 
Mixed 





(Continued from page 513) 


slightly more in dividends over the 
intermediate term. 

The office equipment industry is 
making an excellent showing, con- 
sidering the large losses of foreign 
business. Domestically, sales of of- 
fice equipment are setting all-time 
records; the sales gain of the first 
half over that of 1940 was 47%. 
Direct orders from increasing Gov- 
ernmental agencies have helped, but 
the heavy private demand has been 
the principal factor. In many in- 





IN THE NEXT ISSUE 
No Post War Depression—Why? 


By Laurence STERN 


and 
Impact of War Rationing 
By Joun D. C. Wetvon 





stances, the loss of European busj- 
ness has been completely made up, 
aided in part by increased exports 
to Latin-America. Though continued 
good demand is likely, it is doubtful 
if the current pace can be much 
longer maintained becasue of poten- 
tial difficulty in obtaining materials, 
Defense orders are increasing, but 
still make up a small portion of the 
industry’s aggregate business. Com- 
parative stability of earnings and 
dividends is likely to characterize 
the average office equipment com- 
pany in coming months. 





If Hitler Bogs Down in Russia 





(Continued from page 503) 


bound to be. The Axis Powers at- 
tempted to re-establish the old order 
by the application of highly efficient 
technical methods. They rebelled 
against the principles of the new 
world order which President Wilson 
announced—not only against their 
misapplication, which unfortunately 
he was not strong enough to pre- 
vent.” 

The fact that Russia has become 
co-defender of this “new order,” and 
a successful co-defender at that, and 
the fact that she and the United 
States would both probably partici- 
pate in the post-war settlement, is 
bound to have the most profound in- 
fluence on future political and eco- 
nomic developments. We can be 
sure of one thing in that new world 
now in the making: that the sup- 
pressed peoples, including those liv- 
ing in the under-developed parts of 
Africa and Asia, will not longer sub- 
mit to imperialistic exploitation. We 
can be sure that as a result of this 
war there will be levelling up of 
backward, under-privileged peoples 
and nations. We can be sure that 
the industrialization of Asia and 
Latin America will make rapid prog- 
ress and that many more countries 
will strive to modernize themselves 
on a large scale, as we have been 
witnessing in China. 

As Professor Bonn says, there will 
have to be a liquidation of the old 
type of “coercive” imperalism and 
its replacement by “co-operative” 
imperialism such as that being gradu- 
ally evolved in the British Empire. 
He advocates that Africa, for exam- 
ple, should be federated, with as little 
change as possible in the present ad- 
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ministration and with a council lay- 
ing down the lines of future develop- 
ment and administration. 

The demand for equal economic 
opportunity also is likely to be great- 
er. It is not impossible that some sort 
of collectivist economy will be estab- 
lished in the border regions of Rus- 
sia—no matter how much we may 
dislike the prospects. Certainly in 
Poland and other Eastern European 
countries, where the devastation has 
been appalling, the tendency toward 
collectivism and planning on a wider 
than national scale would be very 
strong. 





American Car and Foundry 
Again in the Money 





(Continued from page 527) 


carbon black, powdered lime and 
even edible grains can be made 
with complete safety and _ econ- 
omy. The company also is in the 
tank car field; recent units have 
included cars for the transportation 
of wine, hydrogen peroxide solution 
and nitric acid. 

The company has benefitted in re- 
cent years from the recognition by 
many railroads of the definite need 
for new types of passenger equip- 
ment built for specific operating con- 
ditions. An interesting example is 
found in the 488 mile run of the 
Gulf, Mobile & Northern Railroad 
between New Orleans and Jackson, 
Tenn. Service to passengers over 
this run by steam train had proved 
a losing proposition. In collabora- 
tion with the railroad, American Car 
and Foundry built two three-car 
lightweight streamliners with an ex- 
tra swing car. These two units 
revolutionized passenger travel over 
this route, built up patronage and 
restored profitable operations. 

Among the other examples of the 
company’s lightweight streamlined 
passenger trains are Missouri Pacific 
Railroad’s “Eagles.” Luxury and 
beauty of the accommodations pro- 
vided by the coaches, the diner-bar- 
lounge and the parlor-observation 
cars have attracted back to the rail- 
road a good deal of passenger traffic 
which had strayed to other media of 
transportation. Coaches of this 
type, in fact, are in good measure 
responsible for a substantial gain in 
railroad coach travel last year, in the 
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face of a drop in Pullman passenger 
traffic. 

Evidently, earning power under 
the impetus of larger buying of the 
company’s products by the railroads, 
as well as the heavy defense-program 
orders, may reach a level which will 
lift the company back into a heyday 
period, comparable to some of 
those shown in an accompanying 
tabulation. It seems likely now, in 
fact, that sales in the current fiscal 
year will top those of the 1936-37 
“prosperity” period by a consider- 
able margin. Though profit margin 
may not be exceptionally large, be- 
cause of the great amount of Gov- 
ernment work on the company’s 
books, this, too, is likely to be im- 
pressive. The company recently 
paid a dividend of $1.75 a share on 
the non-cumulative preferred, and 
has also announced a $1 a share pay- 
ment on the common shares, the first 
in four years. 





Six Low-Priced Stocks 
Undervalued on Prospects 





(Continued from page 530) 


its anticipated profits and only 
slightly more than 6 times last 
year’s results. Added to this, the $1 
dividend already paid indicates a re- 
turn of better than 5 per cent. With 
anticipated earnings well in excess of 
the current dividend rate, a further 
distribution to the common stock- 
holders can be expected. Over the 
longer term there is no apparent rea- 
son why this company should not do 
proportionately as well as its larger 
competitors in boom times and, due 
to the nature of its principal prod- 
ucts, somewhat better than others 
when conditions are not quite so 
favorable. 


SOUTHERN PACIFIC COMPANY 
—As one of the largest of the na- 
tion’s trunk roads, Southern Pacific 
could hardly avoid participating in 
the general increase in freight rev- 
enues accruing from defense activ- 
ities. The road operates a system 
covering 13,200 miles of tracks in 
Utah, Oregon, California, Texas and 
Louisiana and through the controlled 
“Cotton Belt” road, serves a large 
portion of the south and middle-west 
territories. Half ownership of the 








We have prepared 
detailed studies of 


Paramount Pictures, Inc. 
Southern Railway (Pfd.) 
Impact New Taxes—122 Companies 


Copies on request 
Department MW-23 


Goodbody & Co. 


Established 1891 
Members 
N. Y. Stock Exchange N. Y. Curb Exchange 
Chicago Board of Trade N.Y. Cotton Exch. 
and other principal 
Stock and Commodity Exchanges 


115 Broadway 135 So. La Salle St. 
New York Chicago 


Private wire system connecting 
Branch Offices in Leading Cities 


























THE MARKET PLACE 


How to use the facilities of 
America’s leading Exchanges 


Write for Booklet MG6 


FRANCIS I. DU PONT & CO. 
GisHoum & GapmaN 


A SINGLE CO-PARTNERSHIP 


-AEMBERS NEW YORK STOCK EXCHANGE 
New York Curb Exchange and Commodity Exchanges 


ONE WALL STREET NEW YORK 














MOTOR WHEEL 
CORPORATION 
Dividend Notice 
Lansing, Michigan 
Augus 7, 1941 
The Board of Directors to- 
day declared a quarterly di- 
vidend of forty cents (40c) 
per share on the common 
stock payable September 10, 
1941, to stockholders of rec- 
ord at the close of business 

August 22, 1941. 


C. C. Carlton, 


Vice-President and Secretary. 























Pacific Fruit Express, which operates 
refrigerated fruit cars between Cali- 
fornia and the rest of the country, 
is an important source of non-operat- 
ing income. The shares themselves 
are to act as collateral for bank loans 
which has enabled the company to 
reduce its R FC loans to $7,000,000 
as of August 1 and will permit their 
elimination within a relatively short 
period of time. 

The first half of a year is not 
normally favorable to Southern 
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Prepare NOW to Capitalize On 
Coming Phases of Recovery .. . 


HE first phase of the current recovery topped out July 28... after a 15 point 
advance. Its second and third phases are still ahead. 


Now, as new profit opportunities develop, you may take an advantageous position 
for active rising markets next month and in the fall .. . before the general public 


awakens from its summer inertia. 


As a Forecast subscriber, you will be advised what and when to buy... and when 
to sell. At the moment, our short term position is neutral. By enrolling promptly, 
therefore, you will participate, from the beginning, in our new recommendations 
of stocks selected for their outstanding p.ice appreciation possibilities. 


This is a Market of 
Special Security Situations 


Following movements of the averages will not 
enable you to profit fully from the exceptional 
opportunities which today’s markets offer such as: 


... Common stocks .. . chiefly armament 
beneficiaries . . . where record-break- 
ing backlogs and new business prospects 
will offset taxes, leaving a sizable net 
for earnings and dividends. 


. .. Common stocks yielding from 6% to 9% 
benefiting from shi in our war 
economy . . . mediums to hedge against 
inflation. 


Forecast Service Geared 
to Today's War Markets 


For Short Term Moves: Through our Trad- 
ing Advices, Bargain Indicator and Unusual Op- 
portunities . . . we will advise you what and 
when to buy and when to sell .. . to take advan- 
tage of intermediate swings. If you desire, these 
recommendations will be telegraphed . . . to reach 
you quickly after being decided upon. 


For Longer Term Investment: Also, through 
a sound program concentrated in a fixed number 
of securities, we will counsel you in creating a 


backlog for income and appreciation . . . to meet 
today’s war and inflation conditions. You will be 


advised what and when to buy and when fo sell. 


... Preferred stocks representing special 
situations; also secondary bonds be- 
cause interest is paid before taxes. 
Many of these issues, now medium- 
riced, may near par. a = . 

. ‘ . Let THe Forecast help you conduct strategic 


These are issues of the type that can be uncovered market and investment programs to recover losses 


only as a result of skillful research. and build up your capital and equity. 
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THE INVESTMENT AND BUSINESS FORECAST FREE 


° ° 
of The Magazine of Wall Street : Service 
F 4 
90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. ; 
é to 
I enclose () $75 to cover a six months’ test subscription [] $125 to cover a full year's subscription to 2 ] 
The Investment and Business Forecast starting at once but dating from Oct. 1, 1941. I understand 4 Oct. st 
that regardless of the telegrams I select, I will receive the complete service by mail. {] Check here if y 
FREE Air Mail is desired in the United States and Canada where it expedites delivery of our bulletins. 3 e 
4 


Send me collect telegrams on all recommendations checked below. 
We serve only in an 
advisory capacity, 
handle no funds or 


Oo UNUSUAL Low-priced Common Stocks for Market Appreciation. One or two wires a 
month, on average. Maximum of five stocks carried at a time. $1,000 capital 


OPPORTUNITIES 4, 


ient to buy 10 shares of all recommendations. 














rm TRADING Active Common Stocks for Short Term Profit. One or two wires a month, 4 securities and have 
ae a on average. Maximum of five stocks carried at a time. $2,000 capital suf- 2 financial interest 
ADVICES ficient to buy 10 shares of all recommendations. y i ee 
4 in any issue or brok- 
—_— BARGAIN Dividend-paying Common Stocks for Profit and Income. One or two wires a ; erage house. Our sole 
—_ d month, on average. Maximum of five issues carried at a time. $2,000 capital 4 a " : 
INDICATOR sufficient to buy 10 shares of all recommendations. 3 objective is the growth 
Q : 
é of your capital and 
NAME CAPITAL (¢ EQUI’ got eS) a ae es s 
PETAL OS BGURT AVALAMA , income through coun- 
Q ERS 
Se eae ee eT ne eee eT Te Ais a Pe! 1 LR te 4 sel to minimize losses 
, and secure profits. 
CITY STATE ee pee wa ak Aug. 23 3 
3 2 : a 4 . ae . “4 > 4 
Continuous Consultation. Submit Your Securities for Our Latest War Economy Analysis. ¢ 
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Pacific from the standpoint of earn- 
ings but in the recently ended 6 
months period, the company re- 
ported earnings equal to $3.67 a 
share as compared with a deficit of 
$5,255,754 in the same period of 
1940. During the final 6 months of 
1940, the company earned more than 
$12,000,000 which eliminated previ- 
ous deficits and brought earnings for 
the year up to $1.89 a share. On the 
same basis, it can be expected that 
earnings in the final half of 1941 will 
be at least equal to those of the first 
half and thus, earnings of at least 
$7 a share are in prospect. Actually, 
the earnings are likely to exceed that 
amount. Previously unprofitable 
subsidiaries have been placed on 
their own by the company and in the 
case of the Southern Pacific of Mex- 
ico, that company is now operating 
at a profit and, of greater impor- 
tance, is turning over a considerably 
increased volume of traffic to the 
parent company. Since the end of 
June, Southern Pacific’s business has 
been holding up smartly despite the 
seasonal factors which usually result 
in a temporary decline. 

With the company’s financial posi- 
tion strengthening notably and earn- 
ings heading for the best levels of 
many years, the stock offers specula- 
tive promise at a price only approx- 
imately 4 times half year earnings 
or about double anticipated earnings 
for the year. 





Examining the Future of Five 
Seasoned Common Stocks 





(Continued from page 510) 


Nickel reported earnings equal to 
$2.31 a share on the 14,584,025 shares 
of common stock. This compared 
with $2.39 a share in 1939; $2.09 in 
1938; $3.32 in 1937; and $2.40 in 
1936. Average annual earnings for 
the five years prior to 1940 were 
equal to $2.37 a share. Last year the 
company paid taxes equal to $1.45 a 
share of common stock, compared 
with 78 cents a share in 1939, while 
in the first half of the current 
year the share of profits absorbed by 
taxes was equal to $1, comparing 
with 63 cents a share in the same 
months of 1940. Earnings available 
for the common in the first six 
months this year were equal to $1.12 
a share vs. $1.17 in the first half of 
1940. Taxes might have proven to be 
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less burdensome had the company 
been in a position to advance copper 
and nickel prices. Nickel prices cur- 
rently in effect in the United States 
and Canada are unchanged from the 
levels established in 1926. Earlier 
this year it was announced that the 
company had agreed to deliver to 
the British Government approxi- 
mately 80 per cent of its output of 
electrolytic copper at prices about 
2 cents below world prices. The bal- 
ance of the company’s output of 
copper is being consumed entirely in 
Canada. 

The company is not losing sight 
of the fact that at some time in the 
future it will again operate in a 
peace-time economy and continues 
to pursue energetically the research 
activities for which it was distin- 
guished prior to the war. Mean- 
while, also, Nickel continues to ex- 
pand its facilities and husband its 
resources and in every way possible 
reinforce its position as one of the 
premier mining and industrial enter- 
prises. 

Dividends at the current rate of 
50 cents a share quarterly obviously 
cannot be considered wholly  se- 
cure in view of the declining mar- 
gin of earnings production. But 
financial position is excellent and 
unless and until earnings experience 
a more drastic decline, dividends at 
the present rate will probably be 
continued. It appears to be the 
established policy of the Canadian 
Foreign Exchange Control to ap- 
prove the disbursement of dividends 
in United States dollars, and there is 
for the present nothing to indicate 
any change in this policy. Although 
the setting in which the company is 
currently operating is not one to in- 
spire any particular speculative en- 
thusiasm, at 27 for the shares the 
adverse factors in the situation ap- 
pear to have been rather adequately 
conceded marketwise. 





Projecting Half-Year 
Earnings Trends 





(Continued from page 500) 


the brightest. 

Excepting for a peak 
period of four or five weeks in mid- 
Autumn, the railroads have a con- 
siderable surplus in freight-moving 
capacity; also a year-round surplus 
of passenger rolling stock. Deliver- 


seasonal 















Attention Treasurers! 


Leading corporations run their 
current dividend notices with us! 
They know that ALL of our read- 
ers are stockholders of record, 
seeking investment for their sur- 
plus funds. 


What better audience could you 
possibly find to place your divi- 
dend notices before? 


Then too, you are placing the 
securities of your company before 
investors at a time when they are 
seeking advice on the use of their 
surplus funds! 


This is an inexpensive way to 
build permanent stockholders—to 
build confidence among 
holders in your company and its 
current management. 


security 


next 
? 


Why not schedule your 
dividend announcement with us 


The cost is but $1.00 per line! 


Address—Advertising Department 
90 Broad Street New York, N. Y. 





1. 
ES COLUMBIAN 
CARBON COMPANY 


Seventy-Ninth Consecutive 
Quarterly Dividend 


The Directors of Columbian Carbon 
Company have declared a regular 
quarterly dividend of $1.00 per share, 
payable September 10, 1941, to stock- 
holders of record August 22, 1941 at 
3 P.M. 






GEORGE L. BUBB 


Treasurer 














ey CONTINENTAL 
CAN COMPANY, Inc. 


The third quarter Interim dividend of 
fifty cents (50¢) per share on the com- 
mon stock of this Company has been 
declared payable September 15, 1941, to 
stockholders of record at the close of 
business August 25, 1941 Books will 
not close. 


J. B. JEFFRESS, JR., Treasurer 











ANACONDA COPPER MINING CO. 
25 Broadway 
New York, N. Y. 
July 24, 1941 
DIVIDEND NO. 133 
The Board of Directors of the Anaconda 
Copper Mining Company has declared a dividend 
of Fifty Cents (50c) per share upon its Capital 
Stock of the par value of $50 per share, payable 
September 22, 1941, to holders of such shares 
of record at the close of business at 3 o'clock 
P. M., on September 2, 1941. 
JAS. DICKSON, Secretary & Treasurer. 
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Know When to Buy 


for Next Important Advance 


At 9:27, Wednesday morning, August 13, we advised our subscribers "Close 
Out Short Term Position" bringing a gain of 834, points in the averages. This 
action preserves increased capital for the next important buying point. 


Decide NOW to gear your buying and selling to the definite recommenda- 
tions of The Trend Letter. Through this service, you will be advised when to 
buy as the next recovery phase develops. 


86% Accuracy Over the Past Two 
Crucial War Years! 
83/4, points gain on the recent market advance builds up to 45!/5 points better 


than the market . . . 86°/, accuracy in gauging turning points and movements. 
The record follows: 


Dow-Jones 

Industrials Loss Gain 
Sept. 1, 1939—BUY paviuescmer ie || 138.09 
Nov. 9 i.  ° eee i, See 150.16 12.07 
nn So ee ee 148.55 
Jan. 6, 1940—SELL........... | 151.10 2.55 
_ oo - Ee ||| oeeererr ——S ere 147.54 
May ii, “ —SELL..........¢ SS eee 144.75 2.79 
ee ea |: rere one-half ........ 115.39 
June 17, “* —SELL.........0% one-half ........ 120.94 5.55 
a; a |) oer ee re 124.37 
Nest, 28, “© —SRLLL.....<000d one-half ........ 134.83 10.46 
et: 30, © —BOY onc. cccsd Serre 132.49 
Nov. 20, “ —SELL....... ee Sere 132.95 46 
Feb. 6, 1941—BUY........... MEIER: 6555567 124.68 
Pa 2a, See... .055.0000 traning ........ 120.89 3.79 
ae |) ae Be ree 117.01 
pee, 83, © =e. ass s one trading ........ 125.71 8.70 


6.58 39.79 


Weekly Trend Letter Service, through its advice of when to buy and when to sell .. . for 
the short term and the longer term... provides a dependable source of reassurance and 
counsel for your capital protection and the enhancement of its growth possibilities under 
today's variable war and inflationary conditions. 





| What The Complete Service Includes— 


The Trend Letter Will Bring You 
Every Week . 


1. The Magwall Trend Indicator . 
graphically shows market’s relation to 
business activity. 

e- Suggested Trading and 
Policy with Conclusions. . . 
Buy and When to Sell. 


A Dow Thevry Interpretations. 


You Will Also Receive... 


4.‘ Consultation on 6 Securities at a time 
. by wire and by mail. 
& Telegrams... Collect ... of Important 
* Market Trend Changes ... When to Buy 
. When to Sell. 


Investment 
. When to 


Weekly Bulletins and Special Wire Con- 
* firmations by Mail. 








ne ee ee Mail This Coupon Today-----------' 
THE WEEKLY TREND LETTER 
of The Magazine of Wall Street 
90 Broad Street New York, N. Y. 
(I enclose remittance. [] Send Invoice. 
{| $30 for a six months’ subscription 
{_] $50 for a one year’s subscription 


Ce witch sce deess ode .State..... 


(7) For domestic Air M: ail, add $1. fee Six Sentnes $2.00 for ran Ye. ar, ) 








ies of new rolling stock are at the 
highest levels in many years and wil] 
increase next year, as well as in 1943 
if the war continues. Army expan- 
sion will continue to contribute im. 
portantly to passenger revenues both 
from troop movements and round- 
trip travel of furloughed men, 
Freight traffic next year will average 
well above that of the current year, 
If the pending wage demands do not 
increase labor costs by more than 10 
or 12 per cent, increased traffic, rel- 
ative immunity to higher Federal 
taxes and the high leverage inherent 
in railroad capitalizations will yield 
further recovery in earning power, 

Volume of the rail equipment in- 
dustry, both in rolling stock and 
direct defense items, has a consid- 
erable expansion potential and it is 
improbable that earning power has 
yet reached a ceiling. The same is 
generally true, although in less dy- 
namic degree, in the farm equipment 
industry, in machine tools and heavy 
machinery, in engineering construc- 
tion and defense housing. Potential 
volume gain for most electrical 
equipment and office equipment con- 
cern may maintain present earnings 
but significant additional profit ex- 
pansion is doubtful. In both cases 
defense work will be to some extent 
at the expense of normally profitable 
civilian business, which is not true 
of rail or farm equipment, machine 
tools or heavy machinery. 

The longer range retail trade out- 
look is mixed. Merchandising com- 
panies with an important proportion 
of volume in hard goods will fare 
least well. Unless and until mass 
purchasing power is reduced by 
much heavier low-bracket income 
taxation, there will be a record- 
breaking demand for all available 
types of consumer goods. Average 
1942 volume in soft goods should 
substantially exceed that of this 
year. But there is little “leverage” 
in either operating set-up or capital- 
ization of most merchandising com- 
panies and, allowing for further long 
range rise in taxes, most will be 
lucky if they can maintain present 
earning power. 

Electric and gas utilities in the 
aggregate are likely to suffer a 
shrinkage in earning power during 
the remainder of the defense emer- 
gency period, with increasing volume 
unable to offset higher taxes. Nat- 
ural gas companies have a stronger 
volume - expansion potential and 
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earnings Should make a better rela- 

tive showing than for other types of 

utilities. 

Non-ferrous metals and fabrica- 
tors of copper and brass are pushing 
capacity hard now. The defense 
squeeze from here on will be met 
much more largely by curtailment 
of civilian uses than by additions to 
capacity. Prices are already under 
effective Federal control, whether 
fully legalized or not. At best the 
earnings outlook for the remaining 
span of the defense boom seems 
“uggish.” Gold producers have 
the bleak prospect of little or no ex- 
pansion in volume, fixed price, ris- 
ing operating costs and taxes. 

Enforced curtailment of gasoline 
consumption in the eastern states 
may have a temporarily adverse ef- 
fect on the oil industry’s price struc- 
ture in the rest of the country, but 
will come in the season of falling 
consumption anyway. By next 
year’s seasonally active period, trans- 
port difficulties may have been 
solved by new pipe lines. Long 
range volume prospect is favorable, 
but year-to-year gains are rather 
modest in percentage. As usual with 
this industry, chief uncertainty is 
price prospect and especially the 
spread between crude oil and gaso- 
line. Price will certainly be con- 
trolled by Federal administrators 
who are not exactly running over 
with good will toward the big oil 
companies. The industry has a rela- 
tively favorable tax status, due im- 
portantly to generous depletion al- 
lowances. Some at Washington, 
however, are crtical of these allow- 
ances and as the search for tax rev- 
enues grows more intense they might 
eventually be scaled down. Thus 
the longer range earnings prospect 
is far from clear-cut. 

In case of tobaccos, liquors and 
most food companies it is most im- 
probable that future volume gains 
will suffice to offset the rising trend 
of taxes from year to year. Pros- 
perity of the motion picture com- 
panies depends importantly upon 
the trend and level of public spend- 
ing power—which will be highly 
favorable—but also and greatly up- 
on ability to produce “hit” pictures. 
A “Gone With The Wind” would 
make big money even in a period of 
general depression. For the industry 
as a whole, however, the earnings 
prospect under war economy condi- 
tions appears relatively good. 

Building, as brought out in our 
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issue of July 26, has a two-way out- 
look — unfavorable for non-defense 
residential construction because of 
shortages of materials and labor, to- 
gether with sharply rising costs; 
favorable for industrial and utility 
construction and public works, as 
well as for cheap defense housing. 

Chemicals have a favorable war 
economy volume prospect, but gain 
in gross over the next year will be 
relatively moderate in percentage 
and further increase in taxes would 
be hard to absorb. If profits for the 
industry as a whole are not already 
at a ceiling for some time to come 
they are probably close to it. 

It need hardly be said that the 
Big Three of the automobile industry 
will suffer an earnings shrinkage in 
the war economy transition, with 
curtailment of profitable civilian 
business and small profit margins on 
defense business. In contrast, the 
lesser manufacturers—having in re- 
cent years either lost money or made 
little on their normal business— 
should have a net earnings gain out 
of their defense work and this, de- 
spite the tax threat, will probably 
be bigger next year than for 1941. 

Earnings outlook for the motor 
accessory companies is mixed. Most 
figure to lose more from curtailment 
of normal business than will be 
gained in earnings on defense work. 
A few—such as Timken-Detroit 
Axle, Spicer, Clark Equipment, 
Bendix Aviation, Thompson Prod- 
ucts and Bohn Aluminum—are 
equipped to participate profitably in 
defense orders. Even so, allowing 
for future tax boosts, the longer 
range earnings prospect appears 
something less than dynamic. 

Notwithstanding present sharp im- 
provement in earnings, the profit 
prospect of the rubber manufactur- 
ers from here on is uncertain. The 
touch-and-go situation in the far 
east is a potential threat to supply 
of raw material—present stocks be- 
ing ample for defense needs for a 
long time but by no means ample 
for any lengthy continuation of the 
present rate of total U. S. consump- 
tion. Curtailed motor production 
will reduce original tire sales. Higher 
public purchasing power and more 
intensive use of existing cars—the 
latter subject to gasoline shortages 
in the eastern states over the near 
term—will boost replacement sales. 
Profitability of defense work, rela- 
tive to that of normal peace time 
volume, is open to question. 











UNITED 
AIRCRAFT 


What Outlook for Brilliant 
Second Half Earnings? 


Dividend $4 
Yield over 10% 


OME financial authorities » believe 

United Aircraft, now selling to yield 
over 10%, offers an investment oppor- 
tunity. The recent price decline in this 
stock is attributed to the less than ex- 
pected earnings of $2.10 a share for 
the first half. Is there reason to believe 
that the Company charged off more in 
taxes than will ultimately prove neces- 
sary? Is it still possible that United may 
earn over $6 a share for the year? 


Send for our new revealing 
analysis of this stock MW-65 


UNITED BUSINESS SERVICE 


210 Newbury St. A r Boston, Mass. 





SHAWNEE-ON-DELAWARE, PA. 








Arthur Brown, President 











TEXAS GULF SULPHUR COMPANY 
The Board of Directors has declared a dividend 
of 50 cents per share on the Company's capital 
stock, payable September 15, 1941, to stock- 
holders of record at the close of business 
September 2, 1941. 

H. F. J. KNOBLOCH, Treasurer. 
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Today’s eafstic Approach 





To Your Investment Problems 


(anemia being what they are .. . only 
through a realistic approach to your investment 
problems can you achieve your aims. 


I anced of reaching for the moon .. . it places 
protection of what you have first and foremost 

. and does not belittle the task with the kind 
of wishful thinking that leads some investors to 
believe that by “sitting tight” their capital and 
income will remain intact. 


tT ie~ond for an indeterminable period ahead 

. . capital protection will be as much an achieve- 
ment as capital enhancement—and while both can 
be done, despite uncertainties—the means of accom- 
plishment must be based on a sound understanding 
of the changes which are taking place as a result 
of complex war developments . . . with their atten- 
dant repercussions on the entire U. S. economy—all 
business and industry. 


As far as you are concerned ... and now.. 
it means bringing your portfolio in line with the 
new situation company by company 
analyzing each from the standpoint of their ability 
to maintain or increase earnings . . . in view of 
new taxes—government controls—material short- 


ages—operating costs, etc. 


W hen the time is appropriate . . . it means 
changing to situations representing potential 
growth ... recognizing the necessity of letting go 
of others which may have passed their peak .. . 
or which may be retarded in their growth in- 
definitely in our war economy. 


e these respects . . . especially during the un- 
precedented period through which we are passing 

. we believe the balanced judgment of a service 
with as long and as successful a record as The 
Magazine of Wall Street should prove invaluable 
to you. 


Ow organization conducted by experts is con- 
tinually studying the kaleidoscopic economic pic- 
ture . . . new devolpments growing out of our 
Defense Program affecting industry . . . and the 
outlook for individual companies. We are close 
to the situation which enables us to see and inter- 
pret important developments weeks and sometimes 
months before they are felt in industry and invest- 
ments. 


I you are not at present a subscriber . . . or if 
your subscription is due for renewal, we urge you 
to provide yourself with the complete, practical 
and continuing guidance of The Magazine of Wall 
Street over the crucial months ahead. 


Mail Your Order Today! 


Special Offer 


THE MAGAZINE OF WALL STREET 
90 Broad Street, New York, N. Y. 


YOUR HOLDINGS APPRAISED 
... Without Additional Cost 


O Enclosed find my remittance of $7.50 for which enter my subscription to 
The Magazine of Wall Street for one year...26 issues...including a speci- 
men copy of your 98 page “Pocket Statistician”’—and Continuous Inquiry 
Privileges for one year. [J Bill me. 


As a regular subscriber—you can be 
kept constantly informed on the posi- 
tion of the securities in which you are 
interested by consulting our Confi- 
dential Inquiry Department. You 
may request opinions, by wire or mail, 
on up to 3 listed stocks or bonds at a 
time ... and in return receive with- 
out charge the impartial advices of 
our analysts. 


(1 I enclose $12.50 for a two-year subscription (52 issues), including all the 
above privileges. [ Bill me. 


CR, Se Lune MPG-8-23 


Canadian Rates: 1 year $8.50—2 years—$14.50 
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